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WHEN THE POSTWAR BOOM 
LEVELLED OFF... 


Which Markets Kept Climbing? 


What effect did the 1949 changes in economic climate have on specific local mar- 
kets? That’s one big question marketing executives will ask again and again as sales 
and advertising plans are tailored to meet new conditions in 1950, 


Actually it’s more than one big question. It’s a lot of little questions and a lot of little 
answers . . . answers which will be available first—and with proven standards of 


accuracy—in: 


SALES MANAGEMENT'S 1950 
SURVEY OF BUYING POWER 


The 1950 Survey of Buying Power, scheduled for publication May 10th, will be the 
21st annual issue of this famous guide to the nation’s markets. It will include com- 
plete 1949 estimates of sales, income and population for all the nation’s counties, 
for all cities that had retail sales of 4 million dollars or more in 1939, and for the 
178 Metropolitan County Areas. The Survey will provide, for these cities and coun- 
ties, valuable market indexes such as SALES MANAGEMENT’S famous “% of U.S.A. 


Potential”—the nation’s most widely used guide for setting sales quotas. Special 
sections will be included for Canada, Hawaii, Alaska and Puerto Rico, as well as 
a wide variety of supplementary regional, state and local data of value in both con- 


sumer and industrial market planning. 


Since our supply of Survey of Buying Power issues is quickly 
exhausted each year, Journal of Marketing readers are ad- 
vised to reserve their copy now. Price $3.00 each postpaid. 


THE MAGAZINE OF MARKETING 
386 Fourth Avenue, New York 16, N.Y. 
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MARKETING 


PRINCIPLES AND METHODS 


BY CHARLES F. PHILLIPS, BATES COLLEGE—DELBERT J. DUNCAN, CORNELL UNIVERSITY 


With more than 130 adoptions since its publication, MARKETING: PRINCIPLES 
AND METHODS has proved to be an extremely teachable text. One reviewer says: 
“On balance, this text is deemed ‘a better mousetrap’ and deserves to be widely adopted. 
It is better organized, more readable and teachable than the other elementary marketing 
texts.” 


The well-planned arrangement of the book has merited considerable attention and 
has. received widespread recommendation from its users. The changing emphasis in 
approach and treatment of material that has occurred in the teaching field in recent 
years is reflected in its organization. The marketing of consumer and industrial goods 
is introduced by an exceptionally clear discussion of the markets in which they are 
sold. Adequate coverage is given to marketing institutions and practices and also to 
economic and policy aspects of the subject. 


CURRENT ADOPTIONS 


Adelphi College Rutgers University 

Alabama Polytechnic Institute St. Joseph’s College 

Boston University San Francisco State College 
Brigham Young University Stanford University 

Bucknell University State College of Washington 
College of the Pacific Temple University 

College of William and Mary University of Bridgeport 
Cornell University University of Colorado 
DePaul University University of Connecticut 
DePauw University University of Delaware 
George Washington University University of Iowa 

Georgia Institute of Technology University of Kansas City 
Indiana University University of Maryland 
Johns Hopkins University University of Michigan 
LaSalle College University of North Carolina 
Loyola University (New Orleans) University of Oregon 
Michigan State College University of Rochester 
Northeastern University University of Saskatchewan 
Ohio University University of Southern California 
Oklahoma City University University of Texas 

Pace College University of Wichita 
Queens University University of Wisconsin 
Rhode Island College Western Michigan College 


Provocative discussion questions and problems are included for each chapter. They 
provide excellent material for class use or for review purposes. At the end of each 
chapter are from four to ten of the best references available on the subject matter of 
the chapter. Each reference is carefully annotated. 


A Teacher’s Manual is available without charge to adopters of the text. The Manual 
contains course outlines, teaching suggestions, answers to all questions appearing at 
the ends of chapters, and a wealth of objective questions based upon the text material. 


Send for your copy on approval 
RICHARD D. IRWIN, INC. 
3201 SOUTH MICHIGAN AVENUE CHICAGO 16, ILLINOIS 
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Announcing 


ADVERTISING 


TEXT AND CASES g 


BY NEIL H. BORDEN HARVARD UNIVERSITY 
This new book by Neil H. Borden presents a unique approach to the study of advertising. ae: 


Through a well balanced combination of text and case material the book gives the student 
a realistic view of the field from the standpoint of “top management.” 


The cases, most of which have not been previously published, focus upon a knowledge of 


how to use advertising economically and effectively. They are designed to build among ; = 
management-minded students an understanding of what advertising is and what it is likely to oF 


accomplish under different circumstances; to develop the habit of building proper marketing a ae 
programs, including advertising, to meet the requirements of specific circumstances; and to " 
learn the methods of control and measurement that may be used to administer advertising well. 


Thus, the student is placed in the position of the business man with decisions to make on = 
such matters as co-ordinating advertising and other marketing functions, selecting media, 
maintaining accounting and statistical control of advertising, measuring the effect of advertising, 


and selecting and working with advertising agencies. 
Ten chapters of declaratory material have been included to provide background and guidance * 
for the student in his analysis of the various groups of cases and in his understanding of the _ 
path along which the structural outline is taking him. 7 % 


Because of the broad scope of this book, it may be used effectively in a variety of specialized 
courses including those on Problems in Advertising, Advertising Campaigns, and Advertising 
Policies. In some instances it may also serve a basic need in Principles of Advertising courses. 


1064 Pages College Price $6.00 
PARTIAL TABLE OF CONTENTS 
SECTION I. Some Preliminary Considerations Relating to the Use of Advertising by Business: ™ 
Background Material. SECTION II. Appraisal of Opportunities to Use Advertising Profitably — 
to Stimulate Primary Demand. SECTION III. Appraisal of Opportunities to Use Advertising Po 
Profitably to Stimulate Selective Demand. SECTION IV. Problems Connected with Building es | 
Promotional Programs: Strategy, Scheduling, Co-ordination of Selling Efforts. SECTION V. | ae 
Use of Advertising to Develop Institutional Attitudes: Patronage Motives. SECTION VI. rt 
Problems Involving the Selection of Media. SECTION VII. Accounting and Statistical Control : 
of Advertising and Selling Efforts. SECTION VIII. Measurement of the Advertising Efforts. 
SECTION IX. Advertising Agency Relations. ‘ 
. Pag 
Send for your examination copy st 
RICHARD D. IRWIN, INC. ies 
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A Client Writes Our Copy 


This man Barnard is pretty foxy. 


He gets his customers to write his ads, then 
when the customer blows up he has to eat his own 
words. 


I suppose he wants me to tell you how good 
he is and how efficient his organization is. 
Nuts with that! 


Trouble with a lot of tabulating people and 
researchers for that matter is they're so darned 
efficient they forget to be human. So the best 
thing I can say about the Barnard outfit is they're 
nice people to work with - we get along fine. 


Their work's good too, and we're in a position 
to know..... You see we were the first people ever 
to use IBM machines (before there was any IBM) on 
research tabulation. We ran them ourselves for 
years before there were any tabulating companies 
or any Barnard, Inc. 


So when it comes to tabulating we know what 
gives and we've got eagle eyes for tabulation 
bugs. 


On top of that we've got the toughest tabu- 
lating assignments Barnard or anyone else ever 
had. If they can make good on our stuff, they can 
make good for anyone. 


Started to say we were their first customers, 
but we're really not customers, just friends. 


The Eastman Research Organization 


BARNARD, Inc. - 93 Park Avenue - New York 16, New York 
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Recent and forthcomin g textbooks 


The STRUCTURE of AMERICAN INDUSTRY 
edited by Walter Adams 


This important new work consists of case studies presenting the economics of various 
industries, made by specialists in each field. Three major aspects are considered in each 
study: organization and development, market structure and price policy, and public 
policy. To be published in February. 


The ECONOMICS of COLLECTIVE ACTION 


by John Rogers Commons edited by K. H. Parsons 


Professor Commons’ last book is a genuinely thought-provoking study of the emerging 
political economy of an America dominated by collective action—by corporations, labor 
unions and political parties. The work will provide a stimulating course for students 
of social economics. To be published in January. 


An INTRODUCTION to BUSINESS 


Revised Edition by Melvin Anshen 


An excellent survey of the field, this book in the revised edition introduces new material 
on such topics as the job of business administration, agriculture, transportation, foreign 
trade, and the issues facing business in the years ahead. $5.00 

STUDENT’S WORKBOOK FOR USE WITH AN INTRODUCTION TO 
BUSINESS was published in October. $2.10 


NEWSPAPER ADVERTISING and PROMOTION 
by Leslie W. McClure 


This new book covers the operation of advertising and promotion departments of news- 
papers, from weeklies to metropolitan dailies. It briefly presents a case for newspaper 
advertising, summarizes the organization of advertising and promotion departments on 
newspapers of various sizes and discusses administration and operation of the divisions 
of advertising departments, To be published in February. 


THE MACMILLAN COMPANY 
60 Fifth Avenue New York 11, N.Y. 
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Published This Month— 


ADVERTISING PROCEDURE 
Fourth Edition 


by Otto Kleppner, Head, The Otto Kleppner Co. 


A fresh, up-to-the-minute presentation of advertising principles and practice, 
reflecting the latest accepted thinking and the latest significant developments, 
Here is a thorough reappraisal of advertising in the light of today's practice 
and trends, with each phase emphasized according to its over-all importance. 
The new, 4th Edition analyzes the various types of media, including: Newspapers, 
Magazines, Outdoor and Transportation Advertising, Direct Mail, Radio, and 
Television. A new chapter on Television presents the features and problems of 
this new medium, its rate structure, audience and program research, an actual 
story board in action, and organization of the industry. 

Illustrated 830 pages 6" x9" 


Coming in February— 


HOW TO USE PSYCHOLOGY 
FOR BETTER ADVERTISING 


by Melvin S. Hattwick, Needham, Louis, and Brorby, Inc. 


This new text gives a simplified explanation of the basic psychological principles 
and their application toward more effective advertising. It analyzes advertising 
appeals based on a better understanding of the consumer—his wants, and his 
mental, educational, and emotional make-up. The author draws upon already 
—— psychological data, including much research material taken directly 
rom the world of advertising and published for the first time. 

Illustrated Approx. 360 pages 8” x 11” 


Coming Soon— 


ADVERTISING MEDIA 
AND MARKETS, Second Edition 


by Ben Duffy, 
President, Batten, Barton, Durstine, and Osborn, Inc. 


This newly revised edition provides the latest material on the scientific selection 
and effective use of advertising media. The book analyzes, step-by-step, each 
Lo of printed media from the standpoint of circulation, economy of rate, 
editorial policy, space sizes, effective position, competition, and type of 
reader. Included are: A full new chapter on Television; a new chapter on the 
measurement of radio and television circulation; and a study of newspaper, 
magazine, business paper, and other media, revealing current developments. 

Illustrated Approx. 432 pages 6" x9" 


PRENTICE-HALL, INC., 
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Due in January— 


SUCCESSFUL RETAIL SALESMANSHIP 
Second Edition 


by O. Preston Robinson, University of Utah; and 

Christine H. Robinson 

The new Second Edition of this standard retailing text deals with every phase 
of store salesmanship. It begins with a thorough consideration of the sales- 
person's opportunities and responsibilities, moves along through the customer 
contact, and concludes on follow-up activities that help build permanent busi- 
ness. More numerous and more life-like examples of selling situations are a stand- 
out feature of the revision. Also the new edition represents a careful checking 
and re-arranging of the original material. 


ustrated Approx. 390 pages 534” x 834” 
Two Standard Retailing Texts— 


TEXTILE FABRICS AND 
THEIR SELECTION, Third Edition 


by Isabel B. Wingate, New York University School of Retailing 


A complete retailer-consumer course in textile fabrics organized in two parts. 
Part | is designed for the special study of the nature, uses and qualities of 
textiles. Part Il carries the subject into the home economics and consumer 
education fields. Among the features of the new edition: 


© Six chapters completely revised. 
© New treatment of finishes perfected during the war. 
@ Discussion of new developments in fibres such as azlon, velon, seran, etc. 


Published 1949 Illustrated 640 pages 554” x 834” 
BUYING FOR RETAIL STORES 
Revised 


by John W. Wingate and Norris A. Brisco 


The revised edition shows more clearly than ever how to prepare for a buying 
career. Not limited to rules and theories, the book uses specific examples. The 
text is based on the experience of hundreds of executives of large mercantile 
establishments, with all facts carefully sifted down to teachable form. There 
are tables, forms, references, and questions and problems for each chapter. 


Published 1946 Illustrated 685 pages 6" x 9” 
Send for your copies today! 


PRENTICE-HALL, INC., tiny. 
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THREE IMPORTANT MARKETING TEXTS: 
Principles of Marketing Aédition 


By Harold H. Maynard, Professor and Chairman, Department of Business Organi- 


zation, and Theodore N. Beckman, Professor of Business Organization, both of The 
Ohio State University 


DOPTIONS at well over 200 colleges and universities across the country and in 
Canada attest to the popular reception of the Fourth Edition of this work. 

It is a text to give college students an understanding of the fundamentals ' 

of marketing and of our marketing system as it exists today. The approach is func- 
tional and largely from the consumer point of view. It is rich in illustrative material, 
although principles are completely stated throughout. 736 pages, $5.00 


Wholesaliné — Principles and Practice, Revised Edition 


By Theodore N. Beckman, Professor of Business Organization, The Ohio State Uni- 
versity. Formerly Consulting Expert in Charge of Wholesale Distribution, Bureau of 
Census, United States Department of Commerce; Nathanael H. Engle, Professor of 


Economics and Business, and Director, Bureau of Business Research, University of 
Washington. 


HE present edition of this popular text is a complete reevaluation of the whole 
dynamic field in terms of the many changes in our national economy since 1937. 
The aim here is to present the modern concept of wholesaling in its full develop- 
ment. Information is given on modern techniques and methods of meeting prob- 
lems of internal management—a vital aspect of the subject today. Mechanization is 
presented as one of the important means of counteracting increasing costs, and the 
evolution of warehousing from the old storage idea to the new concept of con- 
tributing to the flow of goods into consumption is stressed. 752 pages, $5.00 


Marketing and Distribution Research 


By Lyndon O. Brown, Vice President in Charge of Media and Research, Dancer- 
Fitzgerald-Sample, Inc.; Lecturer in Marketing Research, Columbia University 


ESIGNED for the student of advertising and marketing, and for all those 
who will be responsible for the operation or control of business activities, this 
book provides a scientific method in the solution of marketing and distribution 

problems. The present volume covers the broadened scope of the field, and gives 
full consideration to the specialized applications and techniques developed in recent 
years. It presents a detailed discussion of the various types of marketing research, 
showing how proper application of fundamental techniques and methods will result 
in improving the efficiency of marketing operations and in reducing the cost of 
distribution. 612 pages, $5.00 


Publishers of the Marketing Handbook 


PRESS COMPANY 


1S East 26th Street. New York 10. N 


RONALD 
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CONTROLLED EXPERIMENTATION IN 
MARKETING RESEARCH 


WILLIAM APPLEBAUM anp RICHARD F. SPEARS 
Stop & Shop, Inc. 


INTRODUCTION 


ONTROLLED experimentation in mar- 

keting research is still in its infancy. 
But it is an infant with a great future. 
The purpose of this paper is to arouse 
broader interest in this infant and to 
summarize for the use of others the 
authors’ experience with this type of re- 
search. 

As a method of research, controlled 
experimentation is universally used 
among scientists. They conduct experi- 
ments on a small scale to discover facts 
from which overall conclusions may be 
reached. In the gradual evolution of 
marketing research from an art to a 
science, some practitioners have en- 
deavored to employ experimental meth- 
ods where possible. Much of what they 
have done has not been published or 
publicized. The existing literature on the 


subject—which may not be altogether 
representative of the work done—is 
pretty thin and generally of questionable 
validity or value; its aim apparently is 
promotional effect rather than scientific 
inquiry. 

Reported experimental research at the 
point of purchase has in too many cases 
been conducted either in outstanding but 
definitely atypical stores, in settings 
which were abnormal or entirely arti- 
ficial, or without control stores when such 
were requisite. In other instances no at- 
tempt was made to determine the defore 
and after test conditions, without which 
the results were of little value. Or, no 
attempt was made to study the effect on 
competing products and the resultant 
total effect on the sales of the entire line. 
Similarly, no adjustments were made for 
seasonal trends, nor was there any effort 
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to isolate and ascertain the effect of 
special promotion—advertising, price re- 
duction, coupons, etc. 

Over a period of years the authors 
have developed and used a methodology 
for controlled experimentation in mar- 
keting research. In part the progress of 
this work, especially since 1940, was 
stimulated and aided by the direct and 
practical interest of a number of leading 
national manufacturers of food and 
grocery products. Problems of mutual 
interest to these manufacturers and to 
Stop & Shop have been investigated on a 
cooperative basis under the direction of 
the authors. Various refinements in 
methodology were contributed by rep- 
resentatives of the cooperating com- 
panies. 

In all these studies the aim has been to 
ascertain at the point of purchase (1) 
the behavior and response of people to 
products, methods and devices, or (2) 
the performance of devices and ma- 
terials. Results have been measured in 
terms of sales produced or work per- 
formed. 

This paper deals with controlled ex- 
perimentation in grocery stores. How- 
ever, controlled experimentation in mar- 
keting research is not limited to retail 
outlets only. It can be carried out in 
numerous other types of marketing 
“laboratories,” such as wholesale houses, 
farm cooperatives, manufacturers’ re- 
gional distribution units, or even sales- 
men’s routes. In general, the techniques, 
uses, and difficulties discussed in this 
paper will also apply to controlled ex- 
perimentation in these other marketing 
laboratories. 


METHODOLOGY 


Discussion of the methodology we 
have used is organized under the follow- 
ing topics: 

1. The Laboratory 


2. Test Subjects 

3. Controls 

4. Processing of Data 
5. Measuring Results 


1. The Laboratory 


Assuming that a marketing problem 
has been defined; that it lends itself to 
controlled experimentation; and that 
adequate funds, personnel and time are 
available—then, there still remains the 
need to secure a suitable laboratory in 
which to conduct the experiment. Such 
a laboratory should offer three basic ele- 
ments: stores, records, and a spirit of 
cooperation. In practice this implies that 
all the facilities of a company (or a num- 
ber of companies) become the labora- 
tory. 

Stores are the points or locations at 
which the experiment is conducted. 
Here the things to be tested are sub- 
jected to consumer response and _ be- 
havior and to the routine of store opera- 
tions. The results measured are sales or 
other performances that take place. 

Records are the written experiences of 
a company. They portray what has 
happened, and may be read as prologue 
to the future. Especially useful for mar- 
keting research are the records dealing 
with sales, transactions, commodity 
movements, costs, prices, spoilage, and 
expenses. Some of these records must be 
available by stores, by departments, by 
weeks, and even by days of the week. 

A spirit of cooperation is like oil in an 
engine. It is needed to tap the knowl- 
edge, talents, and experience of top 
executives, supervisors, store personnel, 
and technicians. Without it, chaos may 
break loose at any point in the experi- 
ment. 

In choosing an adequate laboratory— 
assuming the above elements are met— 
consideration must also be given to its 
size and geographic location. The nature 
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of the problem and convenience of execu- 
tion are the determining factors in such a 
choice. 


2. Test Subjects 


Products, materials, devices, media 
and methods are the test subjects in 
marketing experimentation. Proposed 
new products or new labels, for example, 
can not be studied at the point of pur- 
chase unless they have been produced at 
least in sufficient quantity for experi- 
mentation. Therefore, provision must be 
made in time for the needed test sub- 
jects, and, where necessary, for prompt 
removal from the stores at the termina- 
tion of the experiment. 


3. Controls 


Control in experimentation requires 
constancy or uniformity in all elements 
affecting the results, except the one 
variable which is being tested. Therefore, 
the reliability or accuracy of the results 
of such experimentation is largely de- 
pendent on the controls exercised. 

Since in marketing we are dealing with 
many elements (consumers, competition, 
weather, etc.) over which we can exercise 
no direct control, it becomes necessary to 
set up experimental conditions in such a 
manner that these “uncontrollable” ele- 
ments will exist and will exert their effect 
simultaneously and to the same degree in 
two or several places. If this is achieved, 
then we actually obtain controlled con- 
ditions even though we do not control 
these elements. So long as the research 
environments remain continuously com- 
parable, except for the one variable being 
tested, controlled experimentation is 
possible. 

The various controls required can be 
grouped into ten categories, but not all of 
these are needed for every experiment. 

(1) Experimental Stores. The stores in 
which a variable is to be tested may be 


designated as test stores. The stores in 
which the variable is not introduced, but 
which are used for comparison with the 
test stores, are designated as control 
stores. 

Great care is required in choosing ex- 
perimental stores. Not only should the 
test stores as a group be matched by a 
comparable group of control stores, but 
each test store individually should be 
matched by a comparable control store. 
This is essential not only for maximum 
comparability but also in interpreting 
results in case an unexpected event, such 
as a fire, should knock out one store from 
the test. 

The following criteria have been used 
in choosing and matching experimental 
stores: 

(a) Type of Store. Super markets 
versus conventional grocery stores. Serv- 
ice versus self-service. (Certain tests can 
not be carried out in service operations 
because of the salesmen’s influence.) 
Number and types of departments. 
Check out systems. 

(b) Size of Store. Total and depart- 
mental weekly sales. Number of weekly 
customer transactions. Store area and 
parking lot. 

(c) Trading Area.' Size of city. Type of 
location—business center. Origin of Cus- 
tomers. Type of population (economic 
levels and ethnic background). Competi- 
tion. Area coverage by major news- 
papers. 

(d) Shopping Habits. Sex. Mode of 
travel. Frequency of store visits. Length 
of patronage. Average purchase per 
transaction. 

The number of experimental stores 
which will be required for a specific 
study will vary with the nature of the 
problem. Where two or more variables 


1 For further details see William Applebaum “How to 
Measure the Value of a Trading Area,” Chain Store Age, 
November, 1940. 


# 

5 
= 

| a 

j 

& 

a3 


508 


THE FJOURNAL OF MARKETING 


are to be tested simultaneously, a dif- 
ferent group of test stores will be re- 
quired to investigate each variable. In 
addition, a group of control stores will 
also be necessary. For example, if the 
regular price of an item is 10¢ and the 
problem is to determine what sales re- 
sults will be achieved at 9¢ and at 2/19¢, 
then three groups of experimental stores 
are required to carry out the test simul- 
taneously—a group for each price, 10¢, 
9#, 2/19¢. The element of time can not 
be controlled in any other way. 

Of course in some experiments the ele- 
ment of time may be a very minor factor 
in the results, and each variable can be 
tested by successive steps. Also, in some 
experiments it is possible to test differ- 
ent variables by criss-crossing the tests 
between different groups of stores. A 
word of caution is in order here. The 
authors’ experience indicates that to 
safeguard the validity of results it may 
be worth spending the extra money re- 
quired to set up an additional group of 
test stores. 

In choosing experimental store groups, 
there also arises the question of how 
many stores to include in each test and 
control group. This is a type of sampling 
problem that is not easy to solve. The 
authors have used as many as I0 stores 
in each group. For most studies we have 
been using only 5 stores for each test and 
control group, and could probably get 
along with 3 or 4 per group for the vast 
majority of the tests; the larger number 
is an added precaution in sampling. 

Of course each study presents its 
special methodological requirements, 
and consequently its experimental store 
requirements. Some problems require 
pre-test, test and post-test checks; others 
require two of these; and some studies 
require only a test check. Occasionally a 
problem may be studied in only one 
store—for example, the stamping, dry- 


ing, and erasing qualities of a new price- 
stamping ink. Almost any self-service 
grocery store will do for such a test, 
However, the weather—temperature 
and humidity—may dictate the choice of 
time for experimenting. 

(2) Instructions. Complete and explicit 
instructions for the conduct of the ex- 
periment must be prepared in writing. 
The instructions should cover what to do 
and how, where, when, and who should do 
it. This implies that the entire experi- 
ment will be planned in advance in 
minutest detail. All personnel involved 
in the execution of the experiment 
should be given those parts of the writ- 
ten instructions which they are to follow 
religiously. All instructions must be care- 
fully explained in advance of experimen- 
tation. 

The instructions may require forms, 
counting devices, and other tools; they 
may call for a floor plan for each store 
showing where the merchandise, dis- 
play, equipment, demonstrator, or ob- 
server should be located; and they may 
require photographs illustrating the ar- 
rangements to be set up at the point of 
experimentation. The purpose and use of 
all research apparatus should be care- 
fully explained to those who are expected 
to use them. 

Not only the research personnel, but 
also buyers, merchandisers, store per- 
sonnel, and supervisors must be ap- 
prised of the experiment and instructed 
what they should do and what they 
should not do. Without this there can be 
no complete cooperation. One careless or 
indifferent clerk can, unintentionally or 
otherwise, by a single act blemish an 
otherwise perfect experiment. 

Some products sold in the stores are 
on a direct store-delivery basis. The 
vendors’ representatives deliver the mer- 
chandise to the store and put it on the 
shelf and in the back room. These sales- 
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men are understandably anxious to do 
the utmost for their products. If the ex- 
periment is such that any of these sales- 
men can tamper with the desired condi- 
tions, they must be requested to avoid 
interfering, and should be watched by 
the store department manager. 

In Stop & Shop we invite the merchan- 
disers, buyers, store supervisors, and 
store department managers for a cock- 
tail or two and steak dinner, following 
which we explain the proposed experi- 
ment, pass out the written instructions, 
answer questions, and are ready for an 
enthusiastic start. 

(3) Audits. Any experiment which in- 
volves the movement or sale of merchan- 
dise requires that this movement be 
audited or inventoried at regular inter- 
vals. The product being tested, and all 
competing products, should be audited 
by brand, size, etc. The movement is 
computed by subtracting stock on hand 
from the beginning or previous inven- 
tory plus shipments received. For most 
experiments such audits at weekly inter- 
vals, made at a specific time on Monday 
or Tuesday, are generally sufficient. 

(4) Checks. The experimental stores 
must be checked regularly to make sure 
that the experiment is progressing ac- 
cording to plan. These checks are made 
at the time of the auditing and again on 
either Thursday or Friday to make sure 
that everything will be under control 
during the weekend when maximum 
sales occur. 

During these checks notes are made of 
incidents and situations which may have 
some bearing on the results of the test, 
such as activities of neighboring com- 
petitors, coupon redemption, tempo- 
rary breakdowns of equipment, abnor- 
mal spoilage, unusual sales of an item to 
an institution or restaurant. 

(5) Customer Observation. An experi- 
ment may seek among other things to 


determine in what units certain products 
are purchased in stores, or how pur- 
chases of certain products are divided by 
sex and age groups of customers. Such 
information can be obtained by placing 
observers at the check-out stands to 
note and record the pertinent transac- 
tions. Usually it is advisable to enlist the 
cooperation of the store cashiers in such 
observation; they can help the observer 
by moving to one side or lifting slightly 
the products being studied. Such obser- 
vations can be limited to a sample of the 
customers. 

(6) Customer Interviews. Customer ob- 
servers at the point of purchase may also 
be employed to interview the purchasers 
of certain products in order to get sup- 
plementary information. Such interviews 
must be very brief and simple. Where 
more extensive interviewing is required 
it is preferable merely to get customers’ 
addresses; the interviews can be made 
later by another person at the customers’ 
homes. 

(7) Line of Products. It is common 
practice to discontinue handling some 
slow-moving or unprofitable items and to 
add new ones. The elimination or addi- 
tion of competing items in the midst of 
an experiment may change the results of 
the test. Therefore, no such changes 
should be made. If the experiment is to 
continue over a period of many months 
this may not be practical; in that case, 
both the test and control stores should 
take on or discontinue the products 
simultaneously. Experiments with fresh 
fruits and vegetables practically pre- 
clude this type of control because of the 
seasonal character in the availability of 
products. The same applies in lesser de- 
gree to fresh fish and sea foods. 

(8) Price Changes. Prices in both test 
and control stores should be identical at 
all times, except when the effect of dif- 
ferences in prices is the variable element 
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of the experiment. When this is the case, 
then the prices being studied must be 
uniformly different in the test versus the 
control stores. Regardless of how much 
the tested prices may be out of line with 
competition, they must continue to re- 
main so until the experiment is over. 

(9) Advertising and Promotion. The 
various advertising and promotional ac- 
tivities of competitors generally affect 
the test and control stores alike. How- 
ever, some neighborhood competitive 
activities may affect only one experi- 
mental store. In practice it is not often 
that such local competitive activities 
are of sufficient severity to affect seri- 
ously the over-all results of an experi- 
ment. 

More significant are the advertising 
and sales promotional activities of the 
laboratory company. For example, if the 
effectiveness of a display is to be tested 
with and without newspaper advertising 
support, or with and without point-of- 
sale promotional material, then it is 
vitally important that these advertising 
and other sales promotional efforts be 
timed to occur precisely as required by 
the experiment, even though this may be 
an imposition on the company’s normal 
advertising calendar. 

(10) Special Controls. In addition to 
the specific controls discussed under the 
preceding nine categories, there are oc- 
casions when special controls are re- 
quired. These generally apply to tests 
dealing with the performance of devices 
and methods, and may have to be es- 
pecially devised to meet requirements of 
the experiment. For example, if comput- 
ing scales are tested to determine the 
frequency and types of mistakes made 
by store personnel in reading the scales, 
dummy packages which change neither 
in shape, size, or weight and which are 
marked with a price per pound may have 
to be devised, so that all personnel tested 


will be subjected to the same constants. 


4. Processing of Data 


The processing of the raw data ob- 
tained by controlled experimentation in 
marketing research is essentially no dif- 
ferent from the processing of other types 
of marketing research data. Perhaps the 
one significant difference is the urgency 
of processing the data promptly. If 
something wrong is detected in the data 
of the experiment, corrective measures 
must be taken immediately. Weekly 
summaries are a must, and in some ex- 
periments daily summaries are required. 
Often some of the processed weekly data, 
particularly the statistics of the store 
audits, can be put to use immediately by 
the merchandisers. 

All data obtained in the course of an 
experiment are used in the solution of the 
problem. This, however, does not mean 
that these data are exhausted for all the 
possible uses. If preserved, at a later 
date they may be used for other pur- 
poses. For this reason the authors have 
made it a practice to provide carbon 
copies of all the raw data of an experi- 
ment to those manufacturers who join 
forces with Stop & Shop to make possible 
the execution of the study. 


5. Measuring Results 


The results of controlled experimenta- 
tion in marketing research are measured 
in terms of sales produced or work per- 
formed, or both, depending on the nature 
of the problem. 

Sales produced are measurable in 
monetary units or in physical units. But 
prices change, and hence equal monetary 
units do not necessarily denote equal 
physical units, and comparability is lost. 
On the other hand, physical units of one 
kind are different from physical units of 
another kind (apples versus pears). The 
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Tasie I.—Examp.e or Resutts or Pre-packaGino ExperIMENT 
5 Test Stores 5 Control Stores b 
Pre-Test Test* Per Cent Pre-Test Test Per Cent 
4 Weeks 4 Weeks Change 4 Weeks 4Weeks Change 
Store Sales $300,000 $306,000 + 2.0 $298 ,c00 $304,000 +2.0 d 
Fruit & Vegetable Sales $44,000 $45,100 + 2.5 $44,400 $45,300 +2.0 ’ 
Sales of Tested Vegetable $ 2,000 $ 2,600 +30.0 $ 2,040 $ 2,200 +7.8 = 
25,000f soof + 30.0 26,500f 22, soof +7.8 
* During these 4 weeks the vegetable tested was sold pre-packaged in the 5 test stores only. 
In pounds. 
difficulty can be resolved by measuring vegetable tested produced greater sales 4 


sales in both monetary and physical 
units. 

Let us assume that an experiment has 
been conducted to determine what ad- 
ditional sales are produced by pre- 
packaging a certain staple vegetable 
sold by weight. For simplicity’s sake, let 
us ignore here the cost of the packaging 
material and of the labor involved in 
packaging; let us also keep the retail 
price of the vegetable constant and let us 
ignore spoilage and markup profit. 

Assume the experiment shows that the 


when pre-packaged, as illustrated in 
Table 1. 

It will be noted that the sales of the 
tested vegetable increased during the 
test period (second 4 weeks) in both test 
and control stores, 30.0 per cent and 7.8 
per cent respectively. Hence it follows 
that a met increase of 22.2 per cent is at- 
tributable to the pre-packaging. 

In the above example the retail price 
of the item tested was assumed to be 
constant; therefore the results, whether 
measured in dollars or in pounds, are 


Tasce I].—Examp ce or Resutts or Display ExpeRIMENT 


Pre-Test Test* Per Cent Post-Test Per Cent 
4 Weeks 4 Weeks Changet 4 Weeks Change} 
4 Test Stores 
Grocery Sales $144,100 $146,000 + 1.3 $143,600 —0.4 
Transactions 88, 500 88 ,g00 + 0.5 86, 500 —2.3 
Total Coffee Sales 10, 200f 10,390T + 1.9 10, 1oof —1.0 
Test Brand 2,400f 3,010f +25.4* 2,250f —6.3> 
Share of Market 23.5 per cent 29.0 per cent +23.4 22.3 per cent —5$.1 
4 Control Stores 
Grocery Sales $144,700 $147,700 + 2.0 $146, 500 +1.2 
Transactions 87,400 89,190 + 2.0 87,800 +0.5 
Total Coffee Sales 10, 510T 10,550T + 0.4 10,300 —2.0 
Test Brand 2,350T 2,370T + 0.9% 2,320f —1.3> 
Share of Market 22.3 per cent 22.4 per cent + 0.4 22.6 per cent +1.3 


* During these 4 weeks the special display was up in the 4 test stores only. 


Tt In pounds. 
t In relation to pre-test period. 


* Net sales increase for the tested coffee during the fest period are 25.4 per cent—0.9 per cent=24.3 per cent, 
> Net sales decline for the tested coffee during the post-test period are 6.3 per cent—1.3 per cent=5.0 per cent. 
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identical. But if an additional test were 
made, in which the cost of the pre- 
packaging were added to the retail 
price, then comparisons of dollar sales 
and of unit sales would be required. 

Let us take another example, a test of 
a special display of one brand of a prod- 
uct line. 

Here it will be noted that total coffee 
sales in pounds in relation to grocery 
sales and transactions remained virtually 
the same during the test and post-test 
periods, compared with the pre-test 
period, in both test and control stores. 
Sales of the tested brand likewise re- 
mained about the same in the control 
stores during all three stages, but in- 
creased greatly in the test stores during 
the test period, and the brand obtained 
a larger share of the market. 

From this we can conclude that the 
net increase produced by the display was 
at the expense of the other brands of 
coffee, and that part of the gain was off- 
set by a net decline during the post-test 
period because customers had “loaded 
up” on the displayed brand. 

Additional examples might be given to 
illustrate other situations. However, 
these two should suffice to indicate some 
of the basic problems of measuring re- 
sults. 

For products such as doughnuts, fluid 
milk, cigarettes, etc., changes in the 
number of store transactions might af- 
fect the results. Therefore, the results 
would also have to be measured in rela- 
tion to number of transactions. In gen- 
eral, both dollar sales and unit sales re- 
sults should be measured, as necessary, 
in relation to total store sales, to depart- 
ment sales, to share of the market, and 
to number of transactions. In many 
studies the costs required to get the sales 
results and markup profit dollars pro- 
duced must also be analyzed. Finally, it 
may be necessary or desirable in some 


cases to measure sales results in relation 
to linear shelf frontage, store floor area 
occupied, cubic area involved (in equip- 
ment), etc. 

Measurement of work performed is 
concerned with costs of labor, materials, 
devices, power, etc. It employs various 
cost accounting procedures, rather than 
marketing research techniques. 


APPLICATION 


Controlled experimentation in market- 
ing research has many applications. The 
authors have used this method of re- 
search for a wide array of studies which, 
for convenience, are here grouped under 
seven basic types. 


1. Packaging 


Several kinds of packaging problems 
have been studied successfully by experi- 
mentation. The most important of these 
have dealt with packaging materials, 
size and shape of packages, package 
labels, and unit packaging. The packages 
tested were true samples placed on sale 
to the consumer in the stores where the 
experiment was carried out. 

The studies dealing with packaging 
materials tested either the performance 
of the material under different condi- 
tions, or the response of consumers to a 
product offered for sale in different 
packaging material, such as canned foods 
in glass versus tin, oranges in mesh sacks 
versus printed paper bags, or dry 
legumes in transparent versus opaque 
containers. Similarly, tests on size and 
shape of packages sought to ascertain 
consumer response to such things as 
two-pound versus three or five-pound 
bags of onions, or roll versus print but- 
ter. Tests carried out on package labels 
investigated consumer response to de- 
sign, color and messages on new versus 
established labels. Experimentation with 
unit packaging tested consumer accept- 
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ance of different unit sizes such as three 
or more bars of soap banded together 
into one unit. 


2. Displays 


The effectiveness and value of store 
displays has been a subject of frequent 
discussion and much concern to mer- 
chandisers for many years. The pub- 
lished research studies on display prob- 
lems are, with very few exceptions, al- 
most completely worthless, because 
scientific research methods were not 
used. Nonetheless, this sad fact does not 
seem to dampen the zeal of some 
merchandisers. On the contrary, they 
buy space for their extravagant and 
reckless claims, of which the following 
is typical except for the disguise of 
place and product. 

“John Doe’s Super in Tampa, Florida, 

rang the bell with this appealing mass- 
display of Juno Spunkwater. Sales shot 
up from an average of 264 bottles per 
week to 715 bottles while the display 
was up... and [sales] stayed up even 
after the display was removed.” 
' Fortunately there are sales executives 
who have become seriously interested in 
scientific study of displays and have been 
willing to support such research.? Al- 
though the authors have directed a con- 
siderable number of display studies in 
Stop & Shop super markets, none of the 
findings have been published. These dis- 
play studies have dealt with regular shelf 
displays, special displays, and point-of- 
sale promotional material. 

Studies of regular shelf displays under- 
took to find out what effect on the sales 
of a product was due to differences in 
shelf location within the store, shelf 
position in relation to eye-level, amount 


2 For recent developments in the department store 
field see ““N.A.D.I. Visual Merchandising Research Se- 
ries Report No. 1,” directed by Howard M. Cowee 
(New York: Prentice-Hall, Inc., 1949). 


of shelf frontage devoted to a product, 
and location of a product with respect 
to family or related items, or with re- 
spect to different items but all of the 
same brand name. 

The studies of special displays tested 
the sales produced by different types of 
displays. Specific elements of display 
that were investigated included location 
of displays within the store, arrange- 
ment of merchandise on special display, 
size of the displays, single item versus 
multiple item displays, and productive 
life span of displays. 

Point of sale promotional material 
such as posters, special signs, and news- 
paper ads were placed over or adjacent 
to regular shelf and special displays to 
determine what benefits these contrib- 
uted to the volume of sales of the prod- 
uct promoted. 


3. Pricing 


Let us assume that the average price 
of a pound of grade A peanut butter is 
25¢. How much more peanut butter 
might be sold at 23¢ per pound? Will the 
sales at 23¢ per pound yield more or less 
gross profit dollars than is achieved on 
the basis of 25¢ per pound? Simple 
questions such as these confront and 
trouble merchandisers. 

Since many products are offered for 
sale in multiple units, there exists the 
problem of how to price such units. For 
example, what results will be achieved 
by offering a product at 1 /7#, 2/14¢ or 
3/21¢? In each case the price per unit is 
7¢, yet total sales may be different with 
each price-unit. On the other hand, the 
same product might be offered for sale 
at 1/7¢, 2/15¢, or 3/22¢. In each case 
the price per unit is different—7¢, 
74¢, 73¢. Strange as it may seem, it 
does not necessarily follow that the 
lowest price per unit will always yield 
the greatest total sales. 
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Answers to these and related ques- 
tions have been secured through con- 
trolled experimentation. 


4. Promotion Plans 


Many a promotional idea, even though 
conceived in ecstasy and gestated in 
great hopes, ends in miscarriage. Such 
consequences can be minimized by con- 
trolled experimentation on a small scale. 
Whether the promotional idea involves 
a special combination deal, a premium, 
a coupon, or a contest, it can be pre- 
tested to evaluate whether it is likely to 
succeed and to determine approximately 
what sales results might be expected. 


5. New Products 


A new product may be new in several 
senses. It may be a new invention such 
as a television set. It may be new in re- 
lation to similar products, as in the re- 
cent development of liquid glass polishes. 
If it is a toothpaste it may be new be- 
cause a most beneficial X ingredient has 
been added. A product may be new to a 
particular area; for example, Kentucky 
bourbon in a state which got tired of 
being dry and voted to quench its thirst 
legally. Finally, a product may be new 
to a particular distributor in that he has 
not handled it before. 

Two basic marketing research ques- 
tions concerning a new product are (1) 
what are its sales potentials, and (2) 
what effect will it have on existing com- 
peting products. If we take frozen peas, 
for example, the producer, processor and 
distributor are all interested in the po- 
tential market for frozen peas and in the 
effect this product will have on the sale 
of fresh, canned, and dehydrated peas. 

Controlled experimentation cannot 
yield conclusive answers to either of 
these two questions, but it can obtain 
certain types of data which may be used 


as an aid in arriving at a reasonable 
evaluation. 

On the other hand, controlled experi- 
mentation in a small sample of stores 
may be used to determine the market- 
ability of a new canned pea soup in a 
given area and its effect on the sales of 
established canned and dehydrated pea 
soups. Such a study will give the manu- 
facturer of the new product as well as 
the distributor a factual basis for 
marketing decisions. 


6. Store Equipment 


Retail stores are becoming progres- 
sively more mechanized. This is especial- 
ly true of food stores. Store equipment 
is changing rapidly in design and per- 
formance. It seems to have become styl- 
ish to replace equipment with newer 
models long before the physical useful- 
ness of the old has expired. The equip- 
ment manufacturers’ claims for their 
new models are not always modest, and 
the store operator must choose between 
the tried performance of the old and the 
promise of the new. 

Now, if the new equipment actually 
contributes to greater sales, lower oper- 
ating costs, and reduced waste, then its 
purchase may be justified even though 
the old has still many serviceable years 
of life. But equipment manufacturers’ 
claims are not usually based on actual 
tests conducted under controlled experi- 
mentation in retail stores. Of course, 
every equipment manufacturer has his 
claims, and the potential user can readily 
become lost in the confusion of claims 
and counter-claims. It may be of little 
help to him to check with his friends; 
they too may have been equally con- 
fused, and finally made a decision on the 
basis of some rational or irrational con- 
sideration. 

Controlled experimentation at the 
point where the equipment is to be used 
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may be very helpful to both the manu- 
facturer and the retailer. Studies which 
we have conducted undertook to deter- 
mine both the mechanical and sales per- 
formance of equipment. In the case of 
mechanical performance interest cen- 
tered on such factors as keeping qualities 
(refrigeration), speed and ease of operat- 
ing (registers), labor saving, and cost of 
operating. In the case of sales perform- 
ance interest centered on such factors as 
sales produced, customer convenience, 
and optimum location with respect to 
the rest of the store. 


7. Work Simplification 


Tests of store equipment frequently 
lead to the study of work methods, or 
vice versa. The aim of all such studies is 
work simplification. This can be achieved 
by any one or a combination of the fol- 
lowing: better organization of the job, 
improved methods or skills, mechanical 
devices, or more efficient supervision. 

Studies of work simplification dealt 
with such problems as pre-packaging 
fresh fruits and vegetables, cheese and 
smoked meats, and fresh meats; with 
price-marking and stocking merchandise; 
with ordering, shipping units, and de- 
livery schedules. 


LIMITATIONS 


The limitations imposed upon con- 
trolled experimentation in marketing re- 
search can be grouped under two classes 
(1) human, and (2) technical. 


1. Human Difficulties 


Controlled experimentation is not in- 
expensive research. Therefore, the first 
human difficulty is to convince manage- 
ment of the merits of controlled experi- 
mentation and to get the necessary 
funds appropriated. 

Once the funds are appropriated, 
somebody in management becomes im- 


patient for the results. The specific for 
this disease is to explain kindly and 
patiently that research takes time, then 
to repeat the treatment until the patient 
is properly conditioned. 

In getting a study under way and 
during the entire experiment there are 
numerous problems of cooperation. Al- 
ways there is a need for cooperation 
within the organization. The study may 
interfere with regular operations and 
some of the folks are not happy about it, 
and may need a little coaxing or persua- 
sion to go along enthusiastically, or at 
least not to interfere. 

Frequently there is also a need for 
cooperation with outsiders working with 
the organization. For example, a manu- 
facturer may need cooperation from re- 
tailers, while a retailer may need co- 
operation from manufacturers. Such co- 
operation may call for an exchange of 
what may be considered “confidential” 
information. Sometimes it takes one or 
two luncheons, or more than two cock- 
tails, before the proper confidence is 
established—a prerequisite to coopera- 
tion. 

There is also the difficulty of getting 
qualified personnel to carry out the con- 
trolled experimentation. This difficulty 
is not likely to be corrected in a hurry. 
Current instructions in marketing re- 
search techniques hardly touch on the 
subject of controlled experimentation. 
The existing textbooks are practically 
devoid of any discussion on the subject. 
Most of the so-called experimental 
marketing research which has been pub- 
licized is unscientific. Perhaps the Ameri- 
can Marketing Association can be in- 
duced to study this subject and to pre- 
pare a special publication on techniques 
of controlled experimentation in market- 
ing research. A publication of this type 
might, in the era of the questionnaire, 
pave a road on which controlled experi- 
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mentation in marketing research can 
travel with greater ease and speed. 


2. Technical Difficulties. 


Of the technical difficulties there is no 
end. The first difficulty is encountered in 
finding and matching groups of test and 
control stores in which the experimenta- 
tion is to be carried out. No two groups 
of stores are absolutely identical. They 
may be comparable in general, but there 
remain some differences (such as dif- 
ferences in the proportion of various 
ethnic groups) which, though small, 
may creep up at some point in the test 
to give trouble. Hence one must be able 
to select the required stores from a large 
enough group, with not too many basic 
types, within the same market area. 
Each basic type should be represented 
in the study. 

Another major technical difficulty is 
the dynamic character of the laboratory 
units. The market area is in flux. New 
residential construction, changes in com- 
petition, relocation and enlargement of 
stores, and major changes in arteries of 
traffic and parking facilities, contribute 
singly or in combination to alter the 
characteristics of a store. Therefore, 
stores have to be checked and restudied 
periodically, and test and control groups 
reshuffled. 

Some studies involve differences in 
variables which can not be achieved 
simultaneously in one market area. For 
example, if newspaper advertising is one 
of the variables, then the test stores 
must be located in one market area and 
the control stores in another market 
area, so that a test carried out in one 
market does not affect the other. This 
requires that more than one market area 
should be available for the experiment. 

Many studies are of such a nature 
that conclusive results can be assured 
only by experimentation in a number of 


geographic regions or market areas, 
After a pilot test has been made in one 
company or in one market area there is 
the problem of extending the test to 
additional areas to get comparisons. 
Aside from the time and cost factors, co- 
operation to the same extent may not be 
possible in all test areas, with the result 
that difficulties are encountered in 
getting comparisons in every detail. 

By controlling conditions during an 
experiment artificial conditions are 
created. For example, normally stores 
run out, for short periods, of items regu- 
larly stocked. In the course of an experi- 
ment special precautions are taken to 
make sure that both the test and control 
stores will not run out of the item tested 
and such other items as may have a 
direct bearing on the results of the ex- 
periment. These controlled conditions 
are therefore artificial conditions. They 
are more favorable than normal condi- 
tions in both test and control stores. The 
results are therefore somewhat artificial 
and the amount of artificiality cannot be 
measured. The method used to deter- 
mine net results minimizes this difficulty 
but may not correct it altogether. 

This leads up to another limitation— 
the need of a background of records and 
knowledge of many problems. The very 
initial selection of test and control stores 
presupposes a detailed knowledge of the 
market area and of a number of char- 
acteristics of each store. Existing market 
area data generally fall short of provid- 
ing the minimum requirements, and 
must be supplemented with special 
studies involving some (or considerable) 
field work. Knowledge of an array of 
characteristics of each store can only be 
acquired through study. Such studies are 
expensive. 

A background of records on the move- 
ment of individual products, prices, 
markup percentages, stales or shrinkage, 
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special promotions, operating costs, etc. 
is generally indispensable. Without such 
records there can be no knowledge of the 
long-range trends, seasonal variations, 
and unusual changes. In many in- 
stances, records which seemingly are 
either too detailed or of no further value 
to store operators and merchandisers are 
rich ore to the marketing researcher. 
Such records, whether a product of 
statistical processing or mere filing, re- 
quire special attention. But business ex- 
ecutives are not archivists; therefore, 
they need to be educated on the im- 
portance of preserving records. 

It sometimes happens, even though 
rarely, that in the midst of an experi- 
ment a drastic, unanticipated or uncon- 
trollable variable descends upon the 
scene and disrupts the experiment. For 
example, a labor strike affecting the 
laboratory stores or a major competitor’s 
stores may render the test results un- 
usable. Similarly, a sudden epidemic of 
hoarding may completely vitiate the 
test results. A company may have to 
make an unexpected store location 
change, to meet competitive conditions. 
These acts of man—and those of nature, 


such as floods, hurricanes, blizzards— 
can become, temporarily, decisively limit- 
ing factors. 

Finally, there are some problems 
which present so many known and un- 
known variables that it becomes, as a 
practical matter, impossible to set up 
normal conditions. Suffice it to point out 
here that controlled experimentation in 
marketing research can not be employed 
for problems such as: to discover the 
potential market for television sets, and 
the effect this new device will have on 
the cinema industry, on radio adver- 
tising, and on the now almost extinct 
custom of reading the Bible on the 
Sabbath. 


CoNCLUSION 


Because of all these limitations (and 
others), we must conclude that there is 
still ample room in marketing research 
for less scientific—but more expeditious 
and less expensive—methods than con- 
trolled experimentation. Yet, in spite of 
all these limitations, controlled experi- 
mentation is destined to occupy a prom- 
inent place in the evolving techniques 
of marketing research. 
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ow should a manufacturer deter- 
mine the best pattern of prices for 
a group of related products, e.g., similar 
products that differ in size, quality, 
style, or features; or dissimilar products 
that are substitutes or complements? 
My analysis of this problem, which is 
confined to manufacturers who have 
enough pricing jurisdiction to have price- 
ing problems, has two parts: (1) a brief 
exploration of a broad approach to the 
problem of product-line pricing; and (2) 
an examination of selected areas of 
application. 


I. ApproacH TO Pricinc RELATED 
Propucts 


Character of Problem 


The problem of product-line pricing is 
to find the proper relationship among 
prices of members of a product group. 
This problem is here broadly conceived 
to include not only the pricing of prod- 
ucts that are physically distinct, but 
also those that, though physically the 
same, are sold under demand conditions 
that give the seller an opportunity to 
charge different prices. Thus use-dif- 
ferentials (e.g., fluid milk versus cheese 
milk), seasonal differentials (e.g., morn- 
ing movie specials), and style cycle dif- 
ferentials are all phases of product-line 
pricing. The justification for this hetero- 
dox approach is that the nature of price 
discrimination is essentially the same 
regardless of the source of the oppor- 
tunity to charge different prices. 

The dividing line between the kinds 
of price differentiation that are here in- 
cluded in product-line pricing and those 
which are viewed as distribution dis- 
counts is of course, arbitrary. But a con- 
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venient and administratively useful dis- 
tinction can be made between: (1) dis- 
tribution discounts, i.e., price differentials 
which are based upon the nature of par- 
ticular buyers or orders, (e.g., quantity 
discounts, trade status discounts, geo- 
graphical discounts) ; and (2) product dif- 
ferentials, i.e. price differentials which 
are tied solely to the characteristics of 
the product and its use (e.g. quality 
spreads, size differentials, and other 
dimensions of product-line pricing). 

The problem of determining these 
product-price differentials should also 
be distinguished from the problem of 
setting the firm’s price level or basic 
price (e.g., basic price versus “‘extras” 
in steel pricing). Different pricing analy- 
ses and criteria are needed for these two 
problems. 


Opportune Time for Overhaul 


This is an opportune time for an over- 
haul of product-line pricing. Recent vio- 
lent changes in the price level, wage 
rates, the distribution of income, the 
structure of competition, and product 
improvement and innovation have made 
many product-line price structures ob- 
solete. Few manufacturers can hope to 
develop a pattern of: price relation- 
ships and then walk away from it. Un- 
less the original pattern was just right 
and unless none of the foregoing changes 
affected it significantly, reappraisal of 
the structure of product price differ- 
entials is called for today. Price ob- 
solescence that was obscured by con- 
ditions of boom demand may become 
painfully conspicuous in a period of ad- 
justment. A strategic time to correct ob- 
solete price relationships is during the 
period of general decline in prices. 
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Alternative Policies of Price Relationship 


A logical approach to product-line 
pricing is to start with a picture of the 
alternative kinds of policy regarding the 
relationships among prices of members of 
a product line. This assumes that it is 
desirable to have some kind of under- 
lying system of relationship of product 
prices, which is debatable. But before 
adopting a philosophy of chaos it is well 
to examine systematic patterns, several 
of which are sketched below. 


1. Prices that are proportional to full cost, 
i.¢., produce the same percentage net 
profit margin for all products. 


Under this scheme, each product as- 
sumes its full allocated share of all com- 
mon and overhead expenses, and each 
produces a uniform percentage profit 
over this full cost. Relative prices are 
thus determined by the accounting con- 
ventions that govern the allocations of 
common costs among products. In prac- 
tice these allocations are necessarily ar- 
bitrary from an economic viewpoint. 
Moreover, this plan gives no considera- 
tion to market factors. 


2. Prices that are proportional to incre- 
mental cost, i.e., produce the same per- 
centage contribution-margin over in- 
cremental costs for all products. 


This pricing approach is largely, but 
not entirely free from the defect of ar- 
bitrary allocation of common costs 
found in the first plan. But this price 
pattern also takes no account of differ- 
ences in demand and competitive con- 
ditions. Incremental cost is a handy tool 
for product line pricing; but its useful- 
ness is destroyed if it becomes the basis 


1 Incremental cost is the additional cost of added 
units. It is often moderately well approximated by 
those out-of-pocket costs that are directly traceable to 
the product. Contribution margin is the spread between 
Price and incremental cost. 


for a mechanical cost-plus pricing for- 
mula. 


3. Prices with profit margins that are pro- 
portional to conversion cost, 1.e. that 
take no account of purchased materials 
cost. 


The original rationale for this policy 
was primarily that conversion costs 
(i.e., the labor and overhead required to 
convert raw material into finished prod- 
ucts) reflect the firm’s social contribu- 
tion, whereas purchased costs do not. 
The notion that some elements of cost 
are more worthy of bearing a profit 
mark-up than others is hard to justify, 
particularly since this mechanistic ap- 
proach to pricing ignores the differences 
in price elasticity among products, and 
in present and potential competition. 


4. Prices that produce contribution mar- 
gins that depend upon the elasticity of 
demand of different market segments. 


Buyers with high incomes are usually 
less sensitive to price than those that 
make up the mass market, and it is 
often profitable to put higher profit 
margins on products for the plushy 
“class” markets than for the rough-and- 
tumble “mass” markets. Variations in 
style and features among models of a 
single product can create a partial 
barrier to flow of demand between 
market segments. For example, the de- 
luxe models of washing machines sold at 
about twice the price of the strip models 
before the war. Ignorance, snobbishness, 
and inertia are mainstays of the segmen- 
tation that makes such price discrimina- 
tion effective. 

The applicability of this approach is 
somewhat restricted. It is fully usable 
only for products that are sheltered from 
the full blast of competition. Moreover, 
it must be possible to break the market 
into sectors that differ in demand elas- 
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ticity, without substantial leakage 
among sectors, if full profit potentials 
are to be reaped. 

An extreme form of market segmenta- 
tion is to charge different prices to dif- 
ferent individual buyers. Such discrimi- 
nation is possible only when the seller 
has complete control of a product which 
is substantially different from that of 
rivals. This kind of pricing policy is es- 
sential'y an extension of discriminatory 
market segmentation, with each buyer 
viewed as a separate segment. 

Two kinds of individualized price dis- 
crimination may be distinguished. One 
might be labeled the ‘‘ability-to-pay” 
type, which is exemplified by physicians’ 
fees. It is based on the assumption that 
the richer the man the less elastic is his 
demand. The other kind of individual- 
ized discrimination might be labeled the 
“benefits received” type.? Royalty li- 
censing of patents and “unit-charge” 
leases of equipment, where the rental de- 
pends upon the output of the machine, 
are examples. Film rentals that are based 
on a percentage of the gate or of gross 
profits and may differ among theatres 
also attempt to charge each buyer a dif- 
ferent price depending upon the service- 
value of the product to him. 

In general, traditional cost guides 
have been more harmful than helpful 
for this problem. The notion that each 
product should pull its own weight, in 
the sense of having a price that yields a 
uniform percentage margin on full allo- 
cated cost, robs market segmentation of 
its point and of its potential profita- 
bility. Margins should be systematically 
different and inversely related to the de- 
mand elasticity of the market sectors. 
Moreover, incremental cost, rather than 

2 When the diminishing marginal utility of money is 
taken into account these two categories are closely re- 
lated. From this viewpoint, an appendectomy is worth 


more dollars to a rich man because the dollars have less 
utility. 


full cost, is the proper bench mark for 
establishing such margins. 


5. Prices that produce contribution mar- 
gins that are related to the stage of de- 
velopment of the product. 


Under this policy the price differentials 
among products vary with the changing 
power of products to bear the common 
costs of the enterprise. A continuous 
analysis of the shifting contribution 
abilities of products is required. 

This approach to the product pricing 
problem is free of the restrictions of cost 
theology and margin uniformity and it 
recognizes the dominant role of demand 
considerations in pricing. It also points 
up the dynamic nature of the patterns 
of relative maturity and customer ac- 
ceptance among members of a product 
line. However, to be applied to price 
setting, it must fall back upon criteria of 
competitive intensity and price elasticity 
of demand, which are hard to measure. 


The foregoing classification of policy 
alternatives is not exhaustive. But a 
background of analysis in terms of pure 
types will serve to sharpen the issues and 
high-light the basic choices. As in other 
policies, exceptions to the selected under- 
lying scheme of relationship are ex- 
pected. Moreover, different policies are 
likely to be appropriate for different 
product-lines, and a combination of pat- 
terns is often desirable. 

In selecting an appropriate pattern 
(or combination), alternative policies 
should be evaluated in the light of the 
individual firm’s demand relationships, 
structure of competition, and costs of the 
products. 


Demand Relationships 


In essence, demand considerations 
that enter into the pricing of a product- 
line are peculiar in three important re- 
spects. The first is the interdependence 
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of the demand for various members of 
the product line. Interdependence takes 
many forms. Products may be substi- 
tutes, e.g., different models of radios or 
grades of tires. Products may be comple- 
ments, ¢.g., tabulators and punched 
cards. Products may also be supple- 
ments in a more remote and subtle sense 
of augmenting one another’s accepta- 
bility, e.g. in enhancing the reputation 
of the firm. 

Interdependence also has a time di- 
mension. Today’s price of one product 
may affect tomorrow’s sale of another. 
Striking examples are introductory 
models, such as trial subscriptions and 
children’s editions of magazines, midget 
pencil sharpeners, and diminutive sport- 
ing equipment, etc. But this aspect of 
relationship extends into any product 
group where the sale of one product 
tends to tie the customer to future pur- 
chases of other products, as exemplified 
by the new slow-speed phonographs and 
their records. 

A second peculiarity is the entity, 
from the standpoint of demand, of the 
product group as a whole. The promo- 
tional advantages of a full line often 
make the whole greater than the sum of 
its parts. This calls for a strategic ap- 
proach to product-line pricing which 
takes account of the effect of individual 
product prices upon the long term cus- 
tomer acceptance of the entire product 
group. The tactical advantages of a full 
line of sizes, grades, and supplementary 
products in getting good dealers and in 
merchandising high margin specialties 
makes this kind of interrelationship of 
demand a prominent factor in product- 
line pricing. Some would go so far as to 
deny the validity of analyzing contribu- 
tion margins for individual members of 
a product group because they contribute 
to each other’s sales and profits and be- 
cause the economic unit of merchandis- 


ing activities is the whole group of 
products. 

A third demand peculiarity of product- 
line pricing arises from opportunities and 
problems that stem from market seg- 
mentation and price discrimination. 
Market segmentation, as we have seen, 
involves breaking up the market into 
sectors that differ in price elasticity of 
demand so that different prices can 
profitably be charged in different sectors. 
When feasible, market segmentation can 
increase total profits by expanding sales 
into mass markets, yet preserving rich 
margins in the inelastic sectors of the 
market. 


Cost Estimates 


The kind of cost concepts and esti- 
mates that are relevant depend upon the 
nature of the product-line pricing prob- 
lem. The distinction made by economists 
between the long run and the short run 
situation is useful here. Some product- 
line pricing decisions are long run in the 
sense that expansion or replacement of 
plant and equipment and changes in the 
scale of operations could result from the 
product-price (and strategic) decision 
in question. Setting the price for a per- 
manent addition to the product line is an 
example of a long run decision, in which 
fixed costs are relevant and estimates of 
future long run economies of scale may 
be important. Such pricing decisions 
often amount to the same thing as a 
decision to add or not add the product 
in question, since the offering price is 
tantamount to a decision not to offer the 
product unless at least this price can be 
received. 

The kind of cost estimates that are 
appropriate also depend upon the pricing 
objective. Although it is usually assumed 
that businessmen want to make as much 
money as possible, maximizing profits is 
not always the company’s pricing goal. 
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If the objective is to make a specified, 
limited profit, then cost estimates play 
a quite different role in pricing than 
when maximum earnings is the objective. 
Cost may then determine prices directly 
and mechanistically, rather than indirect- 
ly through selection of optimum prices. 

The sort of costs that are relevant for 
product line pricing and the way that 
they are used depend upon the seller’s 
alternatives. The nature of these alter- 
natives is different when demand falls 
short of the company’s production 
capacity than when demand is in bal- 
ance, or exceeds capacity. In depression 
periods the alternative is usually idle- 
ness; then incremental costs alone are 
relevant. It is the marginal contribution 
of a product to common costs and profit 
that is the significant consideration. 
Pricing should be designed to get back 
incremental costs and as much more as 
demand conditions will permit. 

When demand exceeds capacity, the 
alternatives are sharply different. The 
limited factory capacity should in gen- 
eral be used for the most profitable prod- 
ucts. In effect, it should be auctioned 
to the highest bidder; and selling activ- 
ities and price strategy should be di- 
rected toward this end. Products which 
make relatively small marginal contri- 
bution should be pushed out (insofar as 
long term strategy permits) in favor of 
products that make greater contribu- 
tion per unit of capacity absorbed. 


If. Speciric Prosiems or Propuct- 
Pricinc 
The philosophy of product-line pricing 
sketched above can be illustrated by ap- 
plying it to a few sample problems. 


Pricing Products that Differ in Size 


How should we determine price dif- 
ferentials for members of a product-line 
that differ only in size? The first ques- 


tion is whether price should differ at all 
with size. If buyers’ benefits do not vary 
and costs differ little (e.g. shoe sizes), a 
uniform price is sensible. Custom may 
force uniformity even when costs differ 
materially. 

When price should vary with size, the 
next question is whether any kind of pat- 
tern of systematic relationship in respect 
to size is desirable. Having a pattern has 
advantages. Price determination is made 
easier when new sizes are subsequently 
fitted into the line. The appearance of 
equity is given the buyer. Management’s 
time is saved by a blanket decision which 
can be extended to individual pricing 
decisions systematically. 

Assuming that some kind of system- 
atic relationship of prices is desired, a 
choice may be made among several pos- 
sible patterns. Prices may be: (1) pro- 
portional to full average cost, which 
produces a uniform percentage net profit 
for all products; (2) proportional to in- 
cremental costs, which yields a uniform 
percentage contribution margin for all 
products; (3) proportional to some di- 
mension of size of the product, e.g. diam- 
eter of parachutes or weight of paper; 
(4) proportional to the service value of 
the product to the buyer, e.g. capacity 
of refrigerators or labor-saving power of 
machines; (5) related to competitive in- 
tensity and elasticity of demand of 
market segments tapped, e. g- eight cyl- 
inder deluxe models vs. six cylinder 
stripped models of cars; or (6) related 
strategically to the long run profit con- 
tribution of the various members of the 
product line, e.g. junior models of com- 
puting machines. Quite diverse patterns 
of product prices are obtained by apply- 
ing these different size-pricing philos- 
ophies. 

Prices that are proportional to some 
aspect of size and prices that are pro- 
portional to full costs are probably the 


\ 
#9 
£4 
“4 | 


THE JOURNAL OF MARKETING 


523 


two most common patterns. Except for 
volume savings on popular sizes, these 
two philosophies often produce price 
ladders with rungs in the same order, 
but steps that are different distances 

apart. These two popular patterns have 
advantages in being easy to compute and 
to justify; but neither of them is neces- 
sarily the most profitable or strategic 
method of size pricing. When the differ- 
ent sizes of products differ in competitive 
intensity and offer opportunities for 
profitable market segmentation, then 
proportioning price to any dimension of 
cost or of size sacrifices potential profits, 
at least in the short run. Other strategic 
considerations should modify the pattern 
of prices. The demand for the various 
sizes is usually interrelated, particularly 
in its future dimensions. Low prices on 
small sizes may induce buyers to get 
acquainted with the product, which may 
lead to future sales of larger sizes. 

An example of the size-differential 
pricing problem is found in the fractional 
page advertising rate of magazines. 
Often, eighth page, quarter page, half 
page and full page space is offered at 
prices that are not proportional to space. 
A decision as to this pattern of prices 
should involve: (1) an estimate of the 
incremental costs of each type of frac- 
tional page advertisement in order to 
estimate the marginal contribution to 
profits and general overhead that each 
size of advertisement makes under 
present prices and also under other pos- 
sible price schedules; (2) some kind of 
estimate of the pulling power of adver- 
tisements of various sizes in order to es- 
timate the service value of different 
sized ads to the typical buyer of space; 
(3) an investigation of the hypothesis 
that advertisers who buy eighth-page 
ads later grow up to full page ads. One 
magazine recently found that the num- 
ber of eighth-page advertisers who even- 


tually became full-page advertisers was 
extremely small. The proportion of ad- 
vertisers who would have to grow up to 
full-page ads in order to justify the sac- 
rifice in contribution margin with the 
present eighth-page rate was several 
times the proportion of advertisers who 
had actually become full-page adver- 
tisers. 

In selecting the pattern of relationship 
of price to size much depends on whether 
the buyer typically has freedom to sub- 
stitute one size of product for another, 
so that two sizes are in competition. If 
substitution is possible, then there is 
much to be said for lower prices per 
service unit for larger sizes, so that they 
will induce the buyer to shift to the 
larger sizes. This is especially desirable 
when there are important savings in 
making larger sizes, and when purchas- 
ing the bigger package will be more 
likely to form the habit of using the 
brand and will shelter the seller from 
competition during such a longer con- 
sumption period. 

The intensity of competition often 
varies with size. Different sizes some- 
times go into quite different uses, so that 
the service value, as compared with al- 
ternatives, bears little relation to size or 
to the seller’s costs. For example, po- 
tential use of parachutes differs in differ- 
ent sectors of the size range, from lower- 
ing whole airplanes to dropping caged 
carrier pigeons. Competition from other 
parachutes, as well as from substitutes, 
is more intense in some sectors of this 
size-use range than in others. 


Pricing Products that Differ in Quality 


How should we determine the relation- 
ship among prices of products that differ 
in quality? Much depends upon the stra- 
tegic objectives of having quality dif- 
ferentials. Sometimes the purpose of 
high-quality items is to bring prestige to 
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the entire line (e.g., fifty-dollar cuff links 
to glamorize a line of medium-priced 
men’s jewelery). Then the price of the 
prestige items should not be set with any 
view to its effect on sales of that product 
itself, but rather with the view of its ef- 
fect upon attitudes of customers toward 
the lower-priced, high volume members 
of the line. When the purpose of low-end 
articles is primarily to counter price com- 
petition by keeping some items in the 
line competitive with the lowest price 
product in the market, then an entirely 
different pattern of quality-price differ- 
entials is needed. The main purpose of 
the “fighting brand” may be to maintain 
the “‘never undersold” claim for the en- 
tire product line. 

Another kind of strategic objective of 
low-margin, stripped models is to ward 
off potential competition by capturing a 
mass market early in the game and at- 
taining economies of large scale produc- 
tion. Entry of new rivals is made less 
tempting and more costly than if ex- 
ploitation were confined to the plush 
markets with premium prices. Similarly, 
low quality members of the line can serve 
to head off or contain the growth of dis- 
tributor-brand products, as occurred in 
tires and refrigerators before the war. 
Another purpose of the low quality item 
in the line may be to take up the shock 
of cyclical flexibility in pricing. Thus, 
third-grade gasoline is normally intro- 
duced and pushed in depression phases 
of the cycle and disappears in prosperity 
phases. Similarly, third-grade tires ap- 
pear and are emphasized when competi- 
tion is severe. Under such circumstances, 
the price of the “fighting brand” is de- 
termined not by costs, but primarily by 
the competitive prices it is designed to 
meet. 

Another objective of multiple-quality 
grades is to break the market up into 
sectors which differ in price elasticity of 


demand. For such strategy it is usually 
assumed that demand elasticity will be 
least in the group appealed to by the 
high-quality prestige article, and that 
the demand elasticity will be greatest in 
the sector of the market tapped by the 
low-quality products. Hence, the margin 
over incremental cost should normally be 
systematically increased as quality steps 
up. 

Price Lining. Price lining, i.e., a prede- 
termined pattern of relationship in the 
price to the utlimate buyer, is a common 
example of quality differentials. 

The widespread use of price lining in 
retail establishments and its growing ac- 
ceptance as a philosophy of product-line 
planning on the part of manufacturers, 


raises important problems of pricing the . 


product line. But they are not solely 
pricing problems. Quite largely, from the 
manufacturer’s viewpoint, it is a prob- 
lem of product design and selection. This 
may involve inverted pricing, which 
starts with the retail price goal and works 
back through distributor margins and 
selling costs to necessary manufacturing 
costs, and hence, to the design and 
selection of a product that will fit into 
the product line strategically. 

However, part of the impact of price 
lining is absorbed by differences in 
margins. This occurs both in the distri- 
bution channels and at the level of 
manufacturing. The tailoring of the de- 
sign of the product to fit the retailers’ 
price lines must sometimes be supple- 
mented by variation of manufacturer’s 
(and dealer’s) profit margins. 

Systematic Approach. In developing 
the policy of price-quality differentials 
which will implement any of these stra- 
tegic objectives, three factors must be 
weighed quantitatively. The first is an 
estimate of the incremental cost (over 
the probable range of operation) of 
each quality variant in the line. Econ- 
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omies of lot size and of large-scale pro- 
duction will normally differ among items. 
These should be reflected in the esti- 
mates of incremental cost. Differences in 
marginal cost should, of course, not con- 
trol differences in price, but they should 
be useful in setting lower limits to prices 
and they should aid in estimating the 
profitability of alternative patterns of 
price differentials. Such cost estimates 
are a key consideration in obtaining 
maximum profits from market seg- 
mentation through quality spreads. 

The second factor is a guess at de- 
mand elasticity for the market sector 
tapped by each different quality bracket. 
If there are differences in competitive in- 
tensity, they also affect price elasticity, 
since it is usually cross elasticity of de- 
mand that is relevant for this problem. 
The third factor is the interaction of de- 
mand of various members of the product 
line. Price charged for one quality 
bracket will affect demand in other 
quality brackets, both today and in the 
future. Its effects cannot be estimated 
accurately, of course, but they must be 
considered in reaching a correct price 


policy. 


Pricing Special Designs 


In pricing special designs, it is com- 
mon practice to estimate “‘normal”’ full 
cost, then add to cost a fixed percentage 
to represent a “fair” or desirable profit. 
Let us examine the usefulness and ade- 
quacy of this cost-plus procedure. 

To an important degree the price de- 
cision on special orders is really a de- 
cision as to whether or not to produce 
the product. Hence, cost plays a peculiar 
role in special-order pricing. An essential 
foundation for special-order pricing is 
therefore skill in estimating accurately 
the future cost of unfamiliar products. 
This calls for analysis of previous cost 


experience in the kind of detail that can 
be focused on the estimating problem. 
In applying these estimates to a par- 
ticular order, conceptual problems arise: 
What cost concept is relevant, and what 
profit margin should be added? The solu- 
tions depends largely on the seller’s al- 
ternatives, which are usually different in 
depression than in prosperity. 

The problem of how to price special 
designs can be usefully attacked ana- 
lytically by seeking answers to these 
questions: 

1. What price is required to secure 

the order? 

2. What is the lowest price that will 
make the business acceptable to the 
producer in the short run, in the 
light of available alternatives? 

3. What adjustments in the short run 
figure should be made because of 
long run future benefits (or draw- 
backs) ? 

Business-Getting Price. To estimate 
what is the highest price than can be 
charged and still get the business is 
often a sheer guess. Partly for this reason 
much of the quotation on special orders 
is really a form of refusal pricing. Bid- 
ding in the dark as to what the product 
is worth to the buyer, the seller seeks to 
be sure he accepts no business that will 
not produce the desired unit net profits 
over “normal” cost. He may carry this 
concept further, and have a policy of 
“discouragement pricing’ on _ special 
orders in order to channel demand into 
purchase of his standard models. 

At the other extreme there are ¢ases 
where the maximum price is pretty defi- 
nitely known, so that the real problem 
is whether or not this price is acceptable 
to the seller. Between these extremes lies 
a dim area where estimates of buyers’ 
benefits and alternatives and guesses at 
rivals’ bids may give some indication of 
the upper limit. 
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Where buyers are few and power- 
ful and are also potential producers 
(e.g., automobile companies buying from 
parts producers), pricing on the basis 
of full current cost may be logical. 
Buyers’ intimate knowledge of the 
seller’s production processes and costs 
makes then sensitive to high unit mar- 
gins and their ability to produce the 
product themselves may make stay-out 
pricing on the part of the sellers a wise 
strategy. But even under these circum- 
stances it is not the seller’s costs which 
are relevant but those that the buyer 
would incur if he made the part himself, 
or the costs of some other potential 
supplier. The seller’s costs are useful 
primarily as a guide in estimating these 
pertinent costs. 

Acceptable Price. A second problem is 
to determine the lowest price that the 
seller can afford to accept, considering 
his alternatives. A useful concept for this 
purpose is “‘parity price.” A parity price, 
as the term is used here, is one which 
yields the same total contribution-profit 
as would have been obtained from the 
available alternative uses of the plant 
facilities (or of the bottle-neck factor, 
e.g., skilled labor). The pricing action of 
the firm should depend upon what these 
alternatives are. If the alternative is idle- 
ness, the parity price is incremental cost. 
Revenue from a special order must ex- 
ceed the incremental cost if this business 
is to be acceptable. But this incremental 
cost does not give price answers auto- 
matically and must, in fact, be used with 
care.® 


3 The time periods of the revenue conjecture and the 
incremental cost estimate must be the same since the 
effects of a short period volume increase will differ from 
those of a long period increase. Short run marginal cost 
is normally much lower than longer run marginal cost. 
The estimate of incremental cost should, in addition, 
make allowance for the size of the volume increment. 
For example, the acceptance of a large private brand or- 
der might involve increases in overhead or much quicker 


If, however, the alternative is the pro- 
duction of regular lines, the parity price 
is quite different. Then it is incremental 
cost plus the dollars of contribution (to 
profit and overhead) obtainable from 
the displaced regular production, i.e., 
alternative uses of the production facili- 
ties (or in general the limiting scarce 
factor, e.g., steel). If the alternative is 
the production of some other special 
order, that should determine the “‘parity 
price.” Long run considerations, such as 
the possibility that the special business 
will become permanent, the danger of 
spoiling the market, etc., should modify 
this first approximation. 


Pricing Ephemeral Goods 


An important practical pricing prob- 
lem is raised by the perishability of the 
popularity of a product and of the dis- 
tinctiveness of its physical innovations. 
This perishablity results from several 
causes, such as the gyrations of the style 
cycle, the running out of patents, the 
progressive imitation of patented or un- 
patented innovations, etc. 

How should prices be determined in 
order to develop a market rapidly and 
profitably and still get back development 
costs before the style demand or spe- 
cialty advantage runs out? One solution 
is a policy of high prices at the outset, 
while the monopoly power of innovation 
or of style popularity is at its height, then 
gradual reduction of price as competi- 
tive innovation arises or cyclical popu- 
larity dies out. But this pricing policy 
may encourage potential competition 
and thus shorten the life of the company’s 
monopoly advantage. An alternative 
policy is to set low prices at the outset, 
in order to discourage prospective com- 
petitors and to develop the market 


utilization of excess capacity from normal volume 
growth than would be the case for a small additional 
volume. 
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rapidly, so as to bring economies of large 
scale production quickly. 

Each of these solutions may be correct 
for a particular situation. Which one is 
right depends on several conditions: (1) 
whether mass-market pricing will in fact 
reduce the chance of potential competi- 
tion; (2) whether it is practical to seg- 
ment the market and first exploit the 
inelastic sectors where snob appeal and 
prestige pricing have a significant role 
in developing demand; (3) whether de- 
mand elasticity increases progressively 
over the course of the style cycle; (4) 
whether intensity of competition varies 
with the phase of the style cycle; (5) 
whether elasticity of demand is great at 
the early stage of market development 
(for non-style goods); and (6) whether 
prospective economies of scale produc- 
tion or marketing are pronounced, and 
the investment required to attain them is 
a substantial barrier to entry. 

Little of a quantitive nature is really 
known or can be known about these 
factors. However, study of the market 
situation against the background of 
these pricing considerations provides a 
systematic approach to pricing ephem- 
eral goods. 


CONCLUSIONS 


By way of epilogue my general ap- 
proach to product-line pricing may be 
high-lighted by a few baldly stated con- 
clusions: 

(1) The problem of determining the 
pattern of product prices should be 
sharply distinguished from the problem 
of setting and changing the company’s 
general level of prices. It should also be 
distinguished from the problem of build- 
ing the structure of price discounts for 
diverse conditions of distribution. 

(2) Now is an opportune time for a re- 
appraisal of the structure of product- 
line prices. Revolutionary changes in the 


basic economic conditions that control 
demand and cost behavior have made 
many product-price structures obsolete. 
A period of downward adjustment of 
prices is a strategic time to correct such 
product-line pricing obsolescence. More- 
over, product price differentials that are 
appropriate for a boom are not always 
suitable in a period of declining business 
activity. 

(3) An examination of several alter- 
native systems of product price relation- 
ship is a useful prelude to an overhaul of 
product-line pricing. Prices may be pro- 
portional to full costs, to incremental 
costs or to conversion costs, or may be 
related to market segmentation, stage of 
product development or competitive in- 
tensity. 

(4) The notion that the relationship 
among product prices should be deter- 
mined mechanistically by differences in 
their costs is fatal for sensible product- 
line pricing. Unit profit margins over 
arbitrarily allocated full cost may be 
tolerable in inflation when the problem 
of many firms is to limit profits rather 
than maximize them. But during periods 
of declining business activity this policy 
is usually indefensible. The company’s 
alternatives, if it does not get a full 
margin price on a particular product, 
are then sharply different from boom 
periods. 

(5) Cost must be used with sophistica- 
tion in product-line pricing. Different 
cost concepts are needed for different 
problems. The main job of cost estimates 
is to help select the most profitable 
pattern of prices in order to implement 
policies that take advantage of dif- 
ferences among members of the product 
line in competitive conditions and in 
demand elasticity. For this job incre- 
mental costs of individual products 
rather than fully allocated costs are 
normally appropriate. Another impor- 
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tant job of cost is in connection with new 
products. These long run price determi- 
nations, which often amount to deciding 
whether to acquire, develop or com- 
mercialize added products call for esti- 
mates of full cost (including fixed over- 
heads) and these should be projected 
into the future and take account of 
_ economies of scale and technology. 

(6) Interdependence of demand and 
opportunities for profitable price dis- 
crimination are distinctive features of 
demand estimates for product-line pric- 
ing. Prices of individual products need 
to be aligned with competitive and sub- 
stitute bench-marks to get the kind of 
buyers’ action and market-share results 
that attain the company’s long range 
objectives. 


(7) Products that differ in size are 
commonly priced in proportion to full 
cost or to some dimension of size. Both 
of these policies may miss profit op- 
portunities that stem from differences in 
competitive intensity, elasticity of de- 
mand, and strategic overtones. 

(8) Products that differ in quality and 
design offer unusual opportunities for 
high margins in the elite market while 
exploiting the mass market with thinner- 
margin models. 

(9) Pricing special designs presents 
problems of product-line pricing in 
which cost estimates play an unusually 
dominant role. 

(10) Pricing goods whose demand is 
perishable offers opportunities for prof- 
itable market segmentation. 
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SOME PRINCIPLES OF DEPARTMENT 
STORE PRICING 


Q. FORREST WALKER 
R. H. Macy & Co., Inc. 


RICING is a part of the art of mer- 
chandising. The most successful prac- 
titioners of this art usually find it dif- 
ficult to formalize their thinking on 
price making because intuitive judg- 
ments bulk large in pricing decisions. 
Moreover, the economic and psycho- 
logical variables that influence a decision 
vary with the item and the particular 
conditions under which it must be sold. 
Economic theory furnishes little practical 
help because the gap between static and 
dynamic economics is still extremely 
wide.| While marketing research has 
thrown new light on some qualitative 
and quantitative aspects of demand, it 
deals largely with specific problems and 
there is no ready synthesis of such 
general principles as these private studies 
may have uncovered. In his significant 
study of price making, Dr. Edwin G. 
Nourse frankly admits that refined 
mathematical analysis of income and 
demand elasticities offers far less pro- 
mise than “looser but more aggressive 
methods embracing inventive or imagi- 
native elements, half intuitive judgments 
based on experience and reflection, and 
a willingness to take ‘calculated risks.’ ””? 
Despite these and other difficulties, some 
general principles of pricing can be 
evolved out of department store mer- 
chandising. 
These generalizations deal with com- 
petitive pricing, price lining, initial 
1 Cf. Howard S. Ellis, (Ed.): 4 Survey of Contempo- 
rary Economics (Philadelphia: The Blakiston Com- 
pany, 1948), pp. 2-26, 129-173. 
2 Edwin G. Nourse: Price Making in a Democracy 


(Washington: The Brookings Institution, 1944), pp. 
193-226, 


pricing, the use of mark-downs, private 
brand pricing, multiple pricing, psycho- 
logical factors, and differential pricing 
theory and practice. 


ComPETITIVE Pricinc 
The “Right” Competitive Price 


For those items on which the merchant 
is free to set his own prices and which 
are carried by his competitors under 
their own brand names or otherwise, it 
is axiomatic that the selling prices must 
be “‘competitively right.” To be ‘‘com- 
petitively right,” it does not necessarily 
follow that his prices must be the same 
as competitors’ prices, but they should 
be within the zone of tolerance that cus- 
tomers will accept for the type of service 
and “‘atmosphere” offered. The shopping 
instinct of the typical customer and the 
wide-spread knowledge of prices and 
values may not safely be ignored. 


Non-Price Competition 


The preponderant part of all depart- 
ment store merchandise is manufactured 
to sell at customary retail prices, such 
as 98¢, $1.49, $1.98, etc. These whole- 
sale price lines, especially but not solely 
in ready-to-wear, fall into more or less 
rigid price patterns that are designed to 
produce satisfactory margins at cus- 
tomary retail prices. Many manufac- 
turers produce the same kinds of mer- 
chandise in one or more of these estab- 
lished price lines. Since there are im- 
portant variations in their products due 
to differences in quality of materials and 
workmanship, styling and detailing, pat- 
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terns and colors, etc., competitive mer- 
chants have a considerable range of buy- 
ing choice. Thus, two or more merchants 
may buy at the same wholesale price, sell 
at the same retail price, and still have 
more or less different and distinctive 
merchandise. The higher the wholesale 
price, the greater these merchandise dif- 
ferences may be. They make possible an 
important form of non-price competi- 
tion. 


“Fair Trade’ Prices 


There is, however, a large and growing 
amount of merchandise that is price- 
fixed or price-maintained by the manu- 
facturer. The term “‘price-fixed” is used 
to designate those prices that are estab- 
lished under the contractual form of 
price control now legal in forty-five 
states and in interstate commerce with 
those states. Under these so-called “‘fair 
trade” laws, a single contract between 
the manufacturer of an_ identifiable 
product and one retailer binds all who 
sell the product within the state to ob- 
serve the fixed retail price, regardless of 
the types of retail service rendered and 
wide variations in retail selling costs. 
Merchants generally find it impossible to 
maintain adequate assortments without 
stocking many price-fixed items. All 
price competition among retailers on this 
merchandise is destroyed. 


“Franchise” Pricing 


The term “‘price-maintained” is used 
to describe the “franchise” method of 
eliminating dealer price competition. 
One or more retailers in a trading area 
are granted a “franchise” to sell an ad- 
vertised brand of merchandise. Retailers 
of such items must sell them at identical 
prices or incur the risk of withdrawal of 
the “franchise.” The “franchise” method 
of destroying retail price competition is 
sometimes preferred to the “‘fair trade” 


contract. Goods sold under bona fide 
agency contracts can be marketed with- 
out dealer price competition; consign- 
ment contracts are sometimes used for 
the same purpose. 


Public Policy on Price Competition 


Despite the restraints placed upon 
competitive pricing by “‘fair trade” and 
“franchise” methods, there is still op- 
portunity for dynamic retail pricing of 
other merchandise. But the progressive 
growth of these restraints on retail price 
freedom is disturbing. It is impossible to 
reconcile a public policy of competition 
at the manufacturing level with monopo- 
listic price control at the retail level. 


Price Lininc 


It is a generally accepted principle 
that merchandise of a homogeneous type 
should be offered by the individual store 
in a limited number of price lines rep- 
resenting differing qualities of materials, 
workmanship, design, and other charac- 
teristics. This practice is known as 
“price lining.” The basic idea is that 
restriction of the number of differing 
prices at which coats, suits, dresses, 
lingerie, hosiery, millinery, novelty 
jewelry, furniture, and a wide range of 
other items are offered, makes possible a 
much better buying and selling opera- 
tion. 

Ordinarily, a minimum of three basic 
price lines for each type of merchandise 


is deemed necessary. This minimum rests . 


on the simple principle that the customer 
wants some standard of comparison be- 
fore a decision is made to buy at a par- 
ticular price. As one merchant explains, 
“We follow the good, better, and best 
plan. The lowest price line must repre- 
sent good value and the highest price 

* For the classic argument on price lining, consult 


Edward A. Filene, The Model Stock Plan (New York: 
McGraw-Hill Book Co., Inc. 1930), pp. 14-35. 
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line must be one from which we can ex- 
pect a reasonable volume of business. 
The middle price range will ordinarily 
but not always produce our largest dollar 
volume. Naturally, the low-priced item 
is a stripped item, and merchandise re- 
finements must be omitted. As the price 
range rises, better materials, workman- 
ship, styling and other features can be 
included to provide stronger selling ap- 
peal.” 

While a minimum of three price lines 
for each type of article is usually re- 
quired, the good, better, and best classes 
of merchandise are often offered at a 
wider range of prices, sometimes de- 
scribed as “price zoning.” It is axiomatic 
that reasons for differences in prices 
within the zone or between zones must 
be apparent to the customer, or capable 
of being satisfactorily explained. 


Price Lines and Income 


Price lines have been evolved to fit the 
broad pattern of income distribution. 
The correlation between the size of in- 
come and the acceptability of the price 
range for a particular item is not always 
a close relationship. High income cus- 
tomers frequently buy medium and low- 
priced merchandise, and low income 
customers may often buy items in the 
higher price ranges. The price-lined store 
will carry complementary merchandise 
in a variety of price ranges, but the cus- 
tomer who buys expensive shoes does not 
necessarily buy the high-priced lingerie. 
In other words, we must always bear in 
mind that the income-price line relation- 
ship is not one of simple mathematics be- 
cause the customer buys to satisfy par- 
ticular needs, to suit special purposes, or 
to gratify a whim or desire. 


Price Range Flexibility 


The good merchant knows from ex- 
perience what price ranges are satisfac- 


tory at a given time to the majority of 
his trade. He is quick to sense a change in 
the business trend and customer resist- 
ance to values he is able to offer at cur- 
rent prices. During the inflationary 
boom, he “traded up”; but in recent 
months, he has found that he must offer 
much better values in the lower and 
medium price ranges if he is to maintain 
his dollar volume. The price lining princi- 
ple is best administered when due regard 
is given to changing economic condi- 
tions. Continuous adaptation and chang- 
ing promotional emphasis rather than 
rigidity are essential. 


Advantages of Price Lining 


The advantages of price lining require 
no lengthy exposition.‘ It is fairly obvi- 
ous that simplification of price structures 
is advantageous to both the manufac- 
turer and the retailer. Manufacturing 
and selling effort can be concentrated on 
price lines that produce volume and 
profit. The merchant’s buying problem is 
less difficult, and he can stock styles, 
colors, and sizes to provide complete 
assortments in each price of the range. 
Display, signing, stock control, turnover, 
and other features of good operation are 
easier to attain. The customer may get 
better merchandise at lower prices, and 
with proper signing and display, mer- 
chandise may be largely self-selected and 
require less expenditure of salesclerk 
time per transaction. 


Disadvantages of Price Lining 


The disadvantages are less apparent. 
When manufacturing and selling costs 
are rising, quality may be reduced to 
preserve the customary price lines, or 
small ‘‘do-dads” may be added to boost 
the item into a higher price line. If the 


4 The Buyer's Manual, Rev. Ed., The National Re- 
tail Dry Goods Association (New York: 1937), pp. 95- 
116, 


age 


G 
le 
{ 
be 
r 
ki 
in 
of 
re 
mn | 
le | 
s, 
| 
aS | 
at 
| 
Sy 
ty 
of 
a- 
1C 
se 
er 
1S, 
st 
ult 


532 


THE JOURNAL OF MARKETING 


retailer has heavily promoted a particu- 
lar price, he may be forced to accept 
a lower margin to maintain his advertised 
price, or to offer lower quality at the old 
price, or both. In falling wholesale mar- 
kets, wholesale and retail prices tend 
be “sticky” because better materials, 
workmanship, etc., are added to preserve 
the higher price lines that are popular in 
boom times. The flexibility of prices is 
lessened, and imagination and originality 
in creating new price lines are stifled. 
Under normal conditions, only the vol- 
ume buyer can break an established 
wholesale price line. The system tends to 
promote “franchise” selling, vests large 
control of retail prices in manufacturers, 
and prevents the dynamic pricing that is 
greatly needed. 


The Need for Flexible Prices 


The arguments on both sides are im- 
pressive. Our most able merchants favor 
price lining as a principle of retail opera- 
tion, but adequate flexibility at both 
wholesale and retail levels is needed if 
price lining is to serve its broad purpose. 
Something more than a regular seasonal 
pattern for price line changes is required. 
The barnacles of tradition, custom, and 
habit often delay the kind of price 
adaptation that opens new markets when 
general business activity is rising or fall- 
ing. Neither extreme volatility nor rigid- 
ity of prices is desirable, but between 
these extremes there is an operational 
zone for the kind of pricing that stimu- 
lates the flow of goods. 


INITIAL PricING 
The Productive Initial Price 


The establishment of correct initial 
prices on new offerings of merchandise is 
tremendously important because the 
larger the amount of merchandise that 
can be sold at the first marking, the 


greater the merchandising profit is likely 
to be. The good merchandiser strives 
always to find the most productive initial 
price. He cannot apply a pre-conceived, 
fixed mark-on because a mark-on too 
high or too low to produce profitable 
volume serves no useful purpose. 

Selection of the proper initial mark-on 
requires keen merchandising judgment 
and frequent use of “trial and error” 
methods of pricing. When new lines are 
offered in the wholesale markets, perhaps 
the oldest and most common practice is 
to choose a number of differing items at 
various cost prices to which experimental 
mark-ons are applied. The rate of subse- 
quent sale is then carefully studied and 
the selection is winnowed down to the 
best numbers and prices. 


Initial Pricing and Market Exploitation 


Markets for new products are often 
exploited by stages. The first runs often 
carry high developmental costs, and 
when the item is retailed, the high price 
limits the market. When this sector of 
the market is saturated, the manufac- 
turer may produce the same or an im- 
proved item at a lower price and an- 
other sector is opened. The process is 
repeated until the maximum market po- 
tentials are developed. The speed of ex- 
ploitation varies widely, depending on 
the type of product, competition, eco- 
nomic conditions, and a multitude of 
other factors. In soft goods lines, the rate 
of acceleration into lower-priced markets 
may be extremely rapid. In retailing this 
kind of merchandise, initial pricing and 
stock planning require careful appraisal 
of such risk factors. 


Initial Prices and Merchandise Risk 


Department store initial mark-ons 
vary widely when the merchant is free to 
set his own prices. They reflect price 
risks, rates of turnover, competition, and 
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both short and long run costs. In high 
style items like certain types of ready- 
to-wear and accessories, so-called ‘‘cash 
discounts” of eight per cent or more are 
common.® The manufacturer adds these 
discounts into his offering price and the 
retailer applies his mark-on to the face 
amount of the invoice. The cash discount 
is essentially a reserve to cover part of 
the mark-downs that the merchant must 
take from his original price. Initial 
mark-on must be high enough to carry 
net retail reductions and provide an ade- 
quate gross margin. 


High Style and Initial Pricing 


Initial marking of high style lines is 
often experimental until the trend of de- 
mand becomes fairly evident. It is then 
adjusted to make a price that will pro- 
duce volume and profit, or lower cost 
lines are found that will permit satisfac- 
tory mark-ons and prices. The smart 
merchant will “ride a fad” until the de- 
mand begins to slip and then he will 
lower his price to move out the merchan- 
dise quickly. The same principle is some- 
times used in merchandising seasonal 
goods, especially if he has “overbought” 
at the beginning of the season or bad 
weather conditions have retarded sales 
and caused stock accumulation. 


Initial Pricing to Smooth Merchandise 
Flow 


Still another principle is that the 
initial marking, with proper promotional 
effort, for a given line of merchandise 
must produce a satisfactory week to 
week business. It should not be main- 
tained at a high level through most of the 
selling season and then be slashed for a 
big semi-annual sales event. If this prac- 
tice is persistently followed, customers 

5 Cf. Industry's Terms and Conditions of Sale, Studies 


in Business Policy, No. 26, The National Industrial 
Conference Board, Inc. (New York, 1948). 


simply wait for the sale, and a dispropor- 
tionate part of the business is done in a 
few days at a much reduced mark-on. 
Correct initial marking and good promo- 
tion regularize merchandise flow, reduce 
operating costs, and do not penalize the 
customer who satisfies his needs early 
in the season. A merchandising policy 
that does not create the need for great 
seasonal clearances ultimately results in 
lower prices for the customer and better 
profits for the merchant. 


Psychological Pricing 


One other phase of initial pricing may 
need some additional emphasis. This is 
psychological pricing. Certain mark-ons 
are necessary for profitable operation, 
but automatic application to cost rarely 
produces good results. The resultant 
price may not be psychologically suita- 
ble. It may be too high or too low. The 
automatic mark-on may indicate a price 
of, say, 89¢, when 98¢ would be more 
productive. On the other hand, $1.02 
may be a very bad price. Charging 
“what the traffic will bear” is a common 
business principle that is frequently mis- 
understood. In competitive retailing, as 
in other forms of business enterprise, it 
does not mean the highest price that will 
be paid, but rather the price that will 
maximize the gross margins out of which 
the individual business pays expenses, 
capital charges and taxes, and provides 
adequate profits for dividends and re- 
serves. 


Tue Use or Marx-Downs 
First Mark-Down Least Expensive 


The causes of mark-downs have been 
subjected to exhaustive trade study® and 
are so familiar to students of marketing 
that they need not be reviewed here. We 
are concerned only with the broad prin- 


® Cf. The Buyer's Manual, op. cit., pp. 271-281. 
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ciple that the mark-down must be suffi- 
cient to move the goods at a satisfactory 
rate. It is an old retail adage that “the 
first mark-down is the least expensive.” 
What the expression means is that when 
the merchant wants to clear stock he 
should not nibble away at the price by 
small successive reductions. If a mistake 
has been made in buying, or customer 
demand is ebbing, or the season has been 
unsatisfactory, the major correction 
should generally be made in one step. 
This is one of the toughest lessons that a 
merchant must learn. 

While the deepness of the price cut 
will vary with the type of merchandise, 
the size of unsold stocks, selling condi- 
tions, and numerous other factors, the 
most generally recognized principle is 
that the price must be reduced at least 
one full price range. The saving to the 
customer must be large enough to create 
a strong buying appeal. If the marked- 
down price produces a sharp increase in 
customer traffic, enough other merchan- 
dise may be bought by shoppers at regu- 
lar prices to reduce the cost of the mark- 
down. For many types of merchandise, 
an advertised reduction will not ordi- 
narily be very effective if it is less than 15 
to 20 per cent. A greater reduction may 
sometimes be required.’ 


PrivaTE BRAND PRICING 


In retail trade circles, it is well known 
that the price spread between nationally 
known and private brands cannot be too 


7 Some merchants believe that a 20 per cent reduction 
is necessary on advertised clearances to attract the cus- 
tomer. One “rule of thumb” is a mark-down of one third 
on the highest price lines, about one fifth on medium 
priced lines, and as much as one half on the lowest 


ranges. 

Style losses often run high. The “New Look” caused 
a drastic drop in prices for short length slips. One New 
York store offered $6.95 and $7.95 slips at $1.98 and 
$2.98 respectively, with unsatisfactory results. If an 
item is really passé, very drastic mark-downs often will 
not sell it, and the merchandise must be salvaged. 


high or too low.® Private brand drug 
items are ordinarily first introduced at 
prices about Io to 15 per cent below the 
national brands, although costs may 
often justify a much lower price. How- 
ever, an introductory price as much as 30 
per cent below the national brand price 
will not produce results because the cus- 
tomer fears that the quality is sub- 
standard. As the number of private 
brands of such merchandise increase and 
customer confidence is established, the 
introductory price can be reduced. 
Private brands are then priced against 
each other and not against the national 


brand. 


OTHER PsyCHOLOGICAL PRICING 
Factors 


Several psychological factors in pric- 
ing have already been indicated, but it 
appears desirable to attempt a listing of 
others that seem to have special impor- 
tance in price making. Obviously, a com- 
plete listing is beyond the scope of this 
discussion and is more properly a task 
for the psychologist. Consumer motiva- 
tion is a complicated phenomenon, and 
frequently we know little of its merchan- 
dising significance. 


Price Peculiarities 


Customers are so habituated to ‘‘odd” 
prices that “even” prices are ordinarily 
believed to be far less productive. 
Branded items may be so heavily ad- 
vertised that they acquire prestige value 
which may not be merited by quality. 
Perfume, for instance, is an “impression” 
item and prices from $15 to $25 per 
ounce carry more prestige than like 


8A non-price-fixed national brand may sometimes 
fail to sell if marked too low. Some years ago, a promi- 
nent New York retailer offered an alarm clock at 69¢ 
with little response, but it sold like “hot cakes” when 
the price was raised to 98¢. The more fixed the idea of 
customary price is, the greater the difficulty in moving 
goods at drastic mark-downs. 
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qualities at less than $10 per ounce. For 
any given range of prices for established 
products, there are certain psychological 
“breaking points” and prices slightly less 
than these levels will often produce 
greatly increased sales volume. To stimu- 
late replacement demand for a durable 
good that is identical with one already in 
use usually requires a substantial price 
concession. When a fashion is rising in 
popularity, a slight price reduction will 
often boost sales; when it is on the wane, 
a larger reduction and more advertising 
are necessary. 


“Eye Appeal,” Quality, and Custom 


“As a basis for a better understanding 
of the consumer attitude toward mer- 
chandise and prices,” says one successful 
merchant, “‘we can assume that the more 
the customer knows technically about a 
article, and the greater the proportion of 
the intrinsic to the total value, the more 
influence the retailer can exert by price 
concessions—and vice versa.”® For cus- 
tomers with incomes above the sub- 
sistence level, quality, style, “eye ap- 
peal,” and utility may often be more 
important than mere price, although 
price, of course, cannot be ignored. One 
of our most distinguished merchants 
once said, ‘““The memory of the quality 
lingers when the price is forgotten.” 
Habit or custom may sometimes fix 
price; a good example is the five-cent 
candy bar which has been a “flop” at six 
cents. The customary retail price for 
some branded items may be so deeply 
rooted that when costs rise the manu- 
facturer cannot safely advance his fixed 
prices, and faces particular hazards when 
he reduces package content or quality. 


Impulse Buying 
Vast amounts of - merchandise are 


* Joseph Mayer, The Revolution in Merchandise (New 
York: Greenberg, Publisher, Inc., 1939), Pp. 134. 


bought on impulse while shopping, or 
without any prior determination to buy. 
Bargain table buying is largely “‘impulse 
buying,” but a considerable part of regu- 
lar counter business is of this character. 


The ‘Good Trade’’ or Value 


Cherington has said that the con- 
sumer is generally dominated by “one 
central idea always present, namely to 
get a ‘good trade,” and he adds that 
“...0n top of this are superimposed 
nearly all the psychological influences, 
urges, complexes, inhibitions, habits and 
such that account for human behav- 
ior.”?° A common injunction to mer- 
chants in training is that the store must 
give value to the customer. 


Consumer Price Consciousness 


Norris states that each customer 
whose income is above the subsistence 
level has a certain margin of expenditure 
out of which he will buy “‘petty” or inex- 
pensive goods without much thought 
about the price or the cheapest market." 
Knauth doubts the ability of the mer- 
chant to stimulate greatly the demand 
for repetitive staples by a slight price re- 
duction because such an item “must of 
necessity be so priced as to be within the 
range of demand.” Some merchants, 
particularly those in food lines, point 
out, however, that small price reductions 
on staples bring substantial additional 
sales volume. Customers remember the 


10 Paul T. Cherington, The People’s Wants and How 
to Know Them (New York: Harper & Brothers, 1935), 
p. 132. A Macy effort to sell a fine woolen union suit at 
$12 by advertising in a large metropolitan daily was a 
failure, but when advertised in an Italian newspaper, 
the merchandise sold out promptly. Latins in the New 
York area apparently crave protection from the winter 


1 Ruby T. Norris, The Theory of Consumer’s Demand 
(New Haven: Yale University Press, 1941), pp. 69-70. 

122 QO, W. Knauth, “Some Reflections on Retail Prices” 
in Economic Essays in Honor of Wesley Clair Mitchell 
(New York: Columbia University Press, 1935), p. 202. 
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last price paid for an article that is 
bought frequently, but their memories 
are less keen as to the last prices paid for 
low-priced articles that are bought only 
occasionally. Department store advertis- 
ing often refreshes the customers’ memo- 
ries of past prices for the simple reason 
that price reduction is one of the essen- 
tial features of a “‘bargain appeal.” 


DIFFERENTIAL Pricinc THEORY 
AND PRACTICE 


The economist uses the term “‘differ- 
ential costs” to describe those cost 
changes that arise from an increase or de- 
crease in output of a going concern. Per- 
haps we can use the term “differential 
pricing” to cover the type of pricing that 
considers these differential costs. In re- 
tailing as in other enterprises, costs may 
be fixed, variable, and joint. The terms 
“escapable and inescapable” or “direct 
and indirect” expenses are most com- 
monly used. Long ago, J. M. Clark said: 
“Altogether it is fair to conclude, con- 
trary to the general impression, that ex- 
penses are less elastic in merchandising 
than in manufacturing, and that con- 
stant expenses are larger.” 


Differential Pricing Practices 


Differential costs play a significant 
part in retail price making. Without any 
specific recognition or attempted calcu- 
lation of direct and indirect expenses, 
good merchants frequently cut prices to 
enlarge sales volume and obtain larger 
cash contributions to overhead costs. 
Item costing would be a prohibitive ex- 
pense in a retail business dealing in many 
thousands of items; but if it were feasi- 
ble, it would doubtless be found that 
many items are sold at prices that yield 
small margins over direct expenses, and 

13 J. M. Clark, Studies in the Economics of Overhead 
Costs (Chicago: University of Chicago Press, 1923), 
P. 341. 


perhaps a very few would not yield any 
such margin. However, the practice of 
using the average mark-on of previous 
seasons as an operating guide, with ad- 
justments to meet current needs, not 
only confines the practice within safe 
limits but also hides the extent to which 
it has already been used. 

Where information on direct expenses 
can be supplied, it does not follow that 
differential pricing is simple. Perhaps 
three primary difficulties are always 
present. So-called “direct” expense is 
nearly always partly fixed and partly 
variable. For instance, certain minimum 
expenses for salesclerks, supervision, 
etc., must be incurred merely to operate 
a department. A second difficulty is that 
the effect of a price reduction upon sales 
results cannot always be correctly judged 
in advance. As Knauth has said, 
““,.. different articles under different 
conditions have laws of demand that are 
unique unto themselves.” A third diff- 
culty is that differential pricing beyond 
certain poorly defined limits may cause 
indirect expenses to move up by steps 
and perhaps create a negative “‘contribu- 
tion.” The “cushion” for differential 
pricing is often uncertain. 

Moreover, differential pricing cannot 
be done in an economic vacuum. It may 
precipitate competitive price tactics that 
make the venture unprofitable. It re- 
quires no merchandising skill merely to 
reduce prices, but serious difficulties 
may arise when it is necessary to raise 
them to meet higher selling costs and still 
provide a satisfactory profit. At differing 


“4 Knauth, op. cit., p. 207. Some attempts have been 
made to study statistically the effects of price reductions 
on quantities sold. The results have not been conclusive, 
primarily because it is practically impossible to secure 
two or more sets of data under identical conditions of 
offering. Retail records may sometimes show responses 
at various prices, but they generally afford scant infor- 
mation about the non-statistical factors that bulk so 
large in successful selling. 
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mark-ons and percentages of direct ex- 
pense, a differential price reduction of 
moderate amount will not ordinarily pay 
out without substantial increases in sales 
volume. With a given mark-on and vari- 
ous assumptions as to direct expenses, it 
is possible to estimate the sales increases 
that are needed at differing price reduc- 
tions to make the “contribution” satis- 
factory. What the collateral benefits 
from increased customer traffic and buy- 
ing of other items may be is an unknown 
factor. 


The Value of Differential Pricing 


Despite these obstacles, there can be 
no doubt that judicious use of differen- 
tial pricing may often make possible very 
satisfactory increases in gross margins 


and net profits. Reduction of regular 
prices to stimulate sales, lower margins 
on special purchases, and similar opera- 
tions are policies that are followed more 
or less intuitively by good merchants. 
Considerable amounts of merchandise 
could not be profitably sold at all with- 
out differential pricing. Other things 
being equal, the good merchant always 
prefers to sell 1,000 items at an 8¢ mar- 
gin instead of 500 at a 12¢ margin. Dif- 
ferential pricing, like many other busi- 
ness techniques, must be intelligently 
applied. The wide-awake merchant, as 
well as the progressive manufacturer, 
must take “calculated risks.” It is dy- 
namic and not mere traditional pricing 
that opens new markets and paves the 
way for a higher standard of living. 
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IMPACT OF GEOGRAPHICAL PRICE 
DISCRIMINATION ON THE BUYER 


J. A. GUTHRIE 
The State College of Washington 


cision in the Cement Case! and the 
action of the cement and iron and steel 
industries in shifting to f.o.b. mill pric- 
ing, attention has been directed to the 
incidence of geographical price discrimi- 
nation, particularly in relation to exist- 
ing pricing systems. Most theoretical dis- 
cussions of price discrimination have 
been concerned primarily with the condi- 
tions necessary to discrimination; its in- 
fluence on production, profits, and busi- 
ness policy; the special circumstances 
under which it is practiced, and the 
peculiar problems it raises.? Some writers 
have assumed that discrimination may 
be beneficial to all concerned, including 
consumers; others feel that it is generally 
harmful to the consumer.’ In view of the 
cement case decision, the impact of dis- 
crimination on consumer‘ price has taken 
on added significance. If existing pricing 
practices, which allow unequal mill nets 
to the seller, are to be outlawed or 
drastically restricted, and if sales are to 


N a result of the Supreme Court’s de- 


1 Federal Trade Commission o. Cement Institute, 333 
U. S. 683 (1948). 

2A. C. Pigou, The Economics of Welfare (London: 
MacMillan & Co., 1929), Chapter XVII; Joan Robinson 
The Economics of Imperfect Competition (London: Mac- 
Millan & Co., 1938), Chapters 15 and 16; A. R. Burns, 
The Decline of Competition (New York: McGraw-Hill, 
1936), Chapters VI and VII; Ralph Cassady, Jr., “Some 
Economic Aspects of Price Discrimination under Non- 
Perfect Market Conditions,” jouRNAL OF MARKETING, 
Vol. XI, No. 1, July, 1946; Ralph Cassady, “Tech- 
niques and Purposes of Price Discrimination,” JouRNAL 
OF MARKETING, Vol. XI, No. 2, October, 1946. 

3V, A, Mund, Open Markets (New York & London: 
Harper & Bros., 1948), Chapter XII; T.N.E.C. Mono. 
graph No. 1, “Competition and Monopoly in American 
Industry” (Washington, D. C., 1941), p. 147. 

‘ “Buyer” and “consumer” are here considered to be 
synonymous, 
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be largely or entirely on an f.o.b. mill 
basis, the effect of these changes on 
prices is of considerable concern to the 
buyer. The purpose of this article is to 
focus attention on some theoretical as- 
pects of this problem and to draw a few 
tentative conclusions. No attempt is 
made to pass judgment on the merits or 
demerits of discrimination. 

In the analysis that follows, the usual 
conditions associated with discrimina- 
tion are assumed to be present. These 
are separable markets with differing 
elasticities of demand; some degree of 
monopoly in the production of the com- 
modity or service involved; appreciable 
economies of scale with consequent de- 
clining average total costs, and output at 
a point where total revenue is maxi- 
mized. Output will generally be at or to 
the left of lowest average cost, though 
this is not a necessary condition for 
maximizing revenue. The ATC curve is 
considered to be the long-run average, 
although the situation would be in gen- 
eral the same in the short run period in- 
asmuch as the short run ATC curve has 
the same general shape as the long-run 
curve. For simplicity it is assumed that 
there is one commodity which is sold in 
only two markets, the local and the dis- 
tant market. Because of greater com peti- 
tion from other producers, the demand is 
more elastic in the distant than in the 
local market.® In practice, under indus- 
trial pricing systems there are frequently 
as many markets as there are buyers, 


5 This condition is assumed here, although invasion of 
the local market by other producers may result in elastic 
demand locally, 
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each with a different elasticity of de- 
mand. When the combined demand 
curve is being considered, reference will 
be made to the less elastic portion and 
the more elastic portion. Price, which is 
here considered to be the net amount 
paid by the buyer after freight, etc. is 
deducted, is always higher in the local 
market than in the distant market when 
there is freight absorption by the seller. 


I 


Four separate cases may be con- 
sidered. In Case I (Fig. I) the assump- 
tion is made that neither the less elastic 
demand curve D,Dz,, the more elastic de- 
mand curve D;D,, nor the aggregate 
curve D,D;D, will touch or cut the aver- 
age total cost curve ATC. Hence, no 
price can be charged which will equal or 
exceed average total costs. 


Ficure I 


If, however, quantity OZ is sold in the 
less elastic market at a price 4P, and 
quantity OB in the more elastic market 
at price BPs, a total of OC(=O4+0B) 
will be sold at an average price 


_(OAX AP.+OBX BPs) 
OA+0B 


which is sufficient to cover ATC. Since 
output OC is at the point where marginal 


cost equals the aggregate marginal rev- 
enue in both markets R;R,, returns will 
be maximized.® 

Thus by charging different prices in 
the two markets, production and sale 
can result, and consumers will in general 
be able to purchase at lower average 
prices than if supplied from some other 
source, for if buyers are forced to pur- 
chase from a more distant source instead 
of having the option of buying either 
from a distant or a nearby source, they 
will normally have to pay a higher price.” 
It may happen, of course, that a distant 
producer is able, through economies of 
scale, to produce and supply a market 
more cheaply than a nearby producer. 
Under those circumstances the nearby 
producer will be unable to compete, and 
discrimination by him will not result. 

In Case II it is assumed either (a) that 
the less elastic demand curve D,D, 
(which is also the less elastic portion of 
the aggregate curve) touches but does 
not cut the 4TC curve, and the more 
elastic portion D;D, does not touch 
(Fig. II), or (b) the less elastic portion 
cuts the ATC curve, and the more elastic 
portion just touches or does not touch 
the ATC curve. 

In this case, whether or not price dis- 
crimination were permitted, production 
would result. In the event there was no 
discrimination a single price SPs would 
be charged which would normally be 
higher than the average price CP¢ under 
discrimination. However, with discrimi- 
nation the price 4P, in the less elastic 
market would generally be greater than 
SPs and the price BPs, in the more 
elastic market less than SPs. Thus 


6 Joan Robinson, op. cit., p. 183. Aggregate marginal 
revenue, RsRe, is the lateral summation of the two in- 
dividual marginal revenue curves. It is not necessarily 
marginal to the aggregate average revenue curve. 

7 Ibid., p. 203. 

8 There could, of course, be exceptions to this de- 
pending on the shape of the MC curve. 
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Ficure II 


buyers would be charged a higher aver- 
age price if the seller were not permitted 
to discriminate than if discrimination 
were allowed. But discrimination would 
generally mean higher prices in the local 
and lower in the distant market. 

In Case III (Fig. III) it is assumed 
that the less elastic portion of the curve 
DD, will either not touch or will just 
touch the ATC curve, and the more 
elastic portion DsD, will cut or touch the 
ATC curve. 


Ficvre III 


In this situation whether discrimina- 
tion were permitted or not, maximum 
returns would be obtained at the output 
OC at which point MC=aggregate MR.°® 


If price discrimination were not allowed, 
the single price CPp would be charged, 
but if price discrimination were per- 
mitted, the higher average price CP, 
would be charged. 

In Case IV (Fig. IV) it is assumed that 
both the less elastic and the more elastic 
portions of the combined curve would 
cut the ATC curve. 


al 
BA 
Ficure IV 


In this case, maximum profits are ob- 
tained either under simple or discrimi- 
nating monopoly at an output OC where 
MC =aggregate MR provided the profits 
under simple monopoly are greater than 
can be obtained by selling in the less 
elastic market alone. But if selling at one 
price under simple monopoly yields less 
profits than selling in the less elastic 
market alone, the most profitable price 
to the seller in the less elastic market is 
charged. Thus, under Case IV if price 
discrimination is allowed, the average 
price CP¢ would be charged. If discrimi- 
nation is not allowed, and the largest 
profits can be made by combining the 
two markets, the price CP» (less than 
CP) would be charged. But if profits by 
selling in the combined market are less 


® With straight line demand curves the output would 
be the same under simple as under discriminating mo- 
nopoly. See Joan Robinson, of. cit., p. 190. 
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than in the less elastic alone, the price 
SPs which would maximize profits in 
that market alone would be charged. 
This price would probably be greater 
than CP¢ and less than 4P,, the price 
in the less elastic market under discrim- 
ination. 

Thus in Cases I and II discrimination 
would generally result in lower average 
prices to consumers; in Case III higher 
average prices; and in Case IV some- 
times higher and sometimes lower aver- 
age prices to consumers. In Cases II, III, 
and IV discrimination would also gener- 
ally mean higher prices in the less elastic 
market. 


II 


Let us consider further these four cases 
in relation to industrial pricing practices 
and the conditions under which they 
may be expected to prevail. 

Case I would be the situation where 
(1) the demand in the local (less elastic) 
market is only slightly elastic or is in- 
elastic; (2) the local market is small rela- 
tive to the output at which average total 
costs are minimized; (3) transportation 
costs are relatively high in relation to the 
value of the product and are absorbed 
completely or in large part by the seller. 
Thus an additional quantity sold on the 
local market would depress the local 
price sharply whereas the same quantity 
sold on the distant market would have 
much less effect on price. Also, since 
transportation costs are high, the price 
received from sales in the distant market 
would be considerably less than that re- 
ceived from local sales when sales in the 
two markets are adjusted to maximize 
profits. An example of this case would 
be a newsprint mill located near a small or 
medium sized city and distant from any 
thickly populated area or from other 
newsprint mills. Consumption in the 
local city would be insufficient to absorb 


the output of an economic-sized mill, 
hence sales in distant markets would bea 
necessary condition of operation. Under 
these circumstances local consumers of 
newsprint would generally be charged 
lower prices if the mill were allowed to 
practice price discrimination. 

Case II exists when (1) the local mar- 
ket is larger, relative to the output at 
which costs are minimized, than in case I 
(that is, the less elastic demand curve is 
further to the right) and (2) transporta- 
tion costs represent a significant propor- 
tion of the total price and are largely or 
entirely absorbed in sales in the distant 
market. An example would be a news- 
print mill located close to a city or area 
which consumes enough to support the 
operation of an economic-sized mill. 
However, because of the limit in size of 
the local market or because of competi- 
tion from other mills, profits could be in- 
creased by selling also in a distant mar- 
ket at a lower mill net. In this case also 
consumers would generally pay a lower 
average price under discrimination. The 
benefit of lower prices, however, would 
be realized by the distant consumer, and 
the local consumer would frequently pay 
higher prices under discrimination. 

Case III is the situation where (1) the 
local market is small, relative to the out- 
put at which costs are minimized and (2) 
transportation costs constitute a small 
proportion of the price, or if large, they 
are absorbed to a lesser extent, so that 
there is less difference between the mill 
nets in local and distant markets than in 
Cases I or II. Sales in the distant market 
are also relatively large. An aluminum 
rolling mill selling predominantly in a 
distant market would illustrate this case. 
In this situation, prohibiting discrimina- 
tion would benefit the consumer, par- 
ticularly the local consumer, for the 
single price so charged would be lower 
than the average under discrimination 
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and still lower than the price in the local 
market, although it would be somewhat 
higher than the price in the distant mar- 
ket with discrimination.’° It is true, of 
course, that in this case prohibiting dis- 
crimination might, in some instances, 
have the effect of forcing or inducing the 
producer to move his plant away from 
the small local market, particularly if his 
distant market were much more impor- 
tant. The aluminum rolling mill opera- 
tor, if forced to charge a uniform price to 
all buyers, might find it to his advantage 
to move his mill near his principal mar 
ket. This could occur when the costs of 
raw materials, power, labor, etc., are not 
significantly different in the two areas 
and the cost of transferring the mill is 
not excessive. 

Case IV can be subdivided into two 
categories, Case IVa and IVb. Case IVa 
exists when (1) the local market is larger 
relative to the output required to mini- 
mize costs than in Cases I and III and 
(2) transportation costs either constitute 
a relatively small proportion of the price, 
or if a large proportion, freight absorp- 
tion by the seller is small. An illustration 
of this situation would be an aluminum 
mill located near a large consuming area. 

As in Case III, prohibiting discrimina- 
tion would result in a lower price to the 
consumer, for the single price CPp 
would be lower than the average under 
discrimination. Unlike Case III, how- 
ever, prohibiting discrimination would 
probably not result in moving the plant 
to the more distant market, for the local 
market alone would be large enough to 
make sizable profits. 

Case IVb exists when (1) the local 
market is relatively large and (2) trans- 


10 It can be proved mathematically that with straight- 
line demand curves and output such that returns are 
maximized, the single price CPp under simple monopoly 
would be higher than the price BP in the more elastic 
market under discriminating monopoly. 


portation costs are also large and are ab- 
sorbed entirely or in large part by the 
seller. The difference between the mill 
net received in the local and distant mar- 
kets would therefore be considerable. 
This case is much like Case II, and could 
also be illustrated by a newsprint mill 
located in a large consuming area. Under 
these circumstances prohibiting dis- 
crimination would likely result in the 
seller giving up the distant market en- 
tirely and selling only in the local market 
at the price SPs, which would probably 


be higher than the average under dis- . 


crimination, but lower than the price 
AP, charged to the local buyer under 
discrimination. 

In the four cases considered, static de- 
mand curves have been portrayed. 
Actually, however, these curves are 
constantly shifting. Any one of the four 
cases may become one of the other three 
as demand changes." An expanding local 
market will change Case I into Case II, 
or Case III into Case IV. 

It is apparent that pressure on the 
part of sellers to practice discrimination 
is likely to be greater during periods of 
reduced total demand and less during 
pericds of increased demand. The sizable 
increase in price discrimination involved 
under the NRA codes reflected in part 
the desire of sellers to obtain reduced 
costs by greater utilization of capacity. 
On the other hand when total demand 
and profits are large, the sellers will be 
less likely to resist being forced to desist 
from the practice of freight absorption, 
particularly if the local market repre- 
sents a large fraction of their total sales. 
When the local market is large and 
profits from it are appreciable, the seller 
may in fact prefer to give up the prac- 
tice of price discrimination and sell only 


11 Changes in transportation rates or the amount of 
freight absorbed will, of course, also cause a shift in the 
demand curve in the more elastic market. 
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at one price, that charged in the local 
market. The action of the iron and steel 
industry in shifting to f.o.b. mill pricing 
possibly came as a result of this situation 
and probably meant higher average 
prices to the consumer. Sales at lower 
prices in distant markets were given up, 
and all buyers, local or distant, were re- 
quired to pay the local price. 

The conclusions reached in this article 
are briefly as follows: if the difference in 
mill nets from selling in local and distant 
markets is small, either because trans- 
portation costs are a relatively small 
proportion of the price of the commodity 


or, when large, they are absorbed only to 
a small extent, discrimination will gen- 
erally result in higher average prices to 
the consumer, and prohibiting it will 
mean lower consumer prices. If, on the 
other hand, the difference between mill 
nets in local and distant markets is large 
because transportation costs are a large 
part of the price and are largely or en- 
tirely absorbed, price discrimination will 
generally mean lower average prices to 
the consumer. In most instances, also, 
discrimination probably means that 
prices to the local buyer are higher than 
they would otherwise be. 
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n April, 1949 the Supreme Court of 
Florida held unconstitutional the 
Florida Fair Trade Act! in a decision? 
which stands alone among all of the re- 
cent holdings* by the highest state 
courts. The result of this decision was 
that manufacturers and wholesalers mar- 
keting their trademarked and branded 
goods in that state apparently could not 
enforce uniform resale prices with the 
aid of Florida courts.‘ 

An attempt to avoid this decision has 
been made through a 1949 Florida Fair 
Trade Act which attempts, by legisla- 
tive declaration as well as by substantive 
and procedural changes in the statute, 
to nullify all of the major reasons for un- 
constitutionality as given by the Florida 
Supreme Court. The situation is there- 
fore lined up for another round in a con- 


1 Ch, 541, Florida Statutes, Ann., 1941. 

® Liquor Stores, Inc., and Webb’s City, Inc. v. Conti- 
nental Distilling Corp., C.C.LH. Trade Regulation Re- 
porter, 1948-51 Court Decisions, par. 62, 396. 

3 Mississippi’s Fair Trade Act was recently held un- 
constitutional by the Chancery Court of the First Ju- 
dicial District of Hinds County, Mississippi, Case No. 
38,643, March, 1949; C.C.H., op. cit., par. 62,399. 
Further, in a case involving Levine against the State 
Liquor Authority, the New York Alcoholic Beverage 
Control Law was recently held invalid by the New York 
Appellate Division because, rather than being volun- 
tary price fixing by act of the owner of the brand name, 
“price fixing of branded alcoholic beverages is made 
compulsory by the State Liquor Authority except as it 
may, in its unlimited discretion, choose to make excep- 
tions.” The latter case has been appealed to the New 
York Court of Appeals; see Tide, May 20, 1939, vol. 23, 
no. 20, p. 56. For a like holding, cf. Scarborough v. Webb's 
Cut Rate Drug Co., 150 Fla. 754, 8 So. (2d) 913 (1942). 

‘For comprehensive discussions of the nature and 
operations of Fair Trade Acts see: Report of the Federal 
Trade Commission on Resale Price Maintenance (Wash- 
ington, D. C.: U. S. Government Printing Office, 1945), 
and E. T. Grether, Price Control Under Fair Trade Legis- 
lation (New York: Oxford University Press, 1939). 

5 Florida Senate Bill No. 592, Laws of 1949, approved 
and effective June 1, 1949. 
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tinuing battle over price freezing prac- 
tices between the Florida legislature and 
the state’s highest court. On a number of 
previous occasions—four of which in- 
volved the same price-cutting drug 
firm’—the Florida Supreme Court has 
already nullified legislation which aimed 
at giving broad price-setting power to 
individuals and to public administrative 
agencies. 


Fair Trade in Other States 


In a majority of the forty-five states 
having Fair Trade Laws, no constitu- 
tional determination has been made by 
the highest state courts. Where tested, 
the state Acts have before this time been 
generally held constitutional.’ The 
United States Supreme Court held the 
California and [Illinois Acts constitu- 
tional in 1936. However, particular at- 
tempts to take advantage of the Fair 
Trade Laws have been nullified, as 
where a trade-marked commodity has 
been held not to be in “free and open 
competition”’® or in “fair competition’”® 


®Webb’s Cut Rate Drug Co., or more recently 
“‘Webb’s City.” 

7 Exceptions to this have been decisions formerly 
reached in Florida and New York, by the highest courts 
of those states; Bristol-Myers Co. v. Webb's Cut Rate 
Drug Co., 137 Fla. 508, 188 So. 91 (1939); Doubleday, 
Doran & Co., Inc. v. Macy & Co., 269 N. Y. 272, 199 
N.E. 409 (1936). 

8 Because Eastman Kodachrome film was held not to 
be in free and open competition, a cease and desist or- 
der against price fixing was upheld in the courts; East- 
man Kodak Co. v. Federal Trade Commission, 158 F. 
(2d) 592 (1946), cert. den. 330 U.S. 828 (1947). 

9 In March 1949 a lower New York Court refused to 
enforce a Fair Trade Law in the photographic equip- 
ment industry because (1) price maintenance had 
broken down generally, through non-enforcement, and 
(2) the complainant’s former manager was brought in 
as a witness for the defense to show that the complain- 
ant, himself, had cut prices below the Fair Trade allow- 
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with other products; where one other 
than a qualified party sets prices;!° where 
contract restrictions more extensive than 
those covered by the law are imposed on 
non-signers;" and where a price is merely 


ance while warning his employees “to be careful as to 
whom we were selling and to make sure we knew the 
account or the customer;” Fogel v. Bolet, 121 N.Y.L.F. 
1052 (1949). Plaintiff-producer has been held not to be 
in fair competition where he did not with reasonable 
diligence prosecute other price cutters, at least 12 in 
number, the court therefore holding in favor of de- 
fendant who alone was prosecuted though the product 
involved was in free competition; Schenley Distributors 
of New England, Inc. v. H. Hollander Co., Inc. (Mass. 
Super. Ct., 1940). It may therefore be shown as a valid 
defense that price-cutting has become prevalent and is 
necessary in order to compete; Schimpf v. Macy & Co., 
Inc., 2 N.Y.S. (2d) 152 (1938). However, under the 
Maryland Act the inability to restrain other retailers 
has been held no defense where plaintiff did not cause 
any unjust discrimination among retail dealers and used 
reasonable diligence to prevent price cutting by others; 
Hutzler Brothers Co. v. Remington Putnam Book Co., 
186 Md. 210, 46 Atl. (2d) 101 (1946). Yet the Fair 
Trade Acts require uniform enforcement without dis- 
crimination, and therefore diligent enforcement is re- 
quired, by court process if necessary; Calvert Distillers 
Corp. v. Nussbaum Liquor Store, Inc., etc. 2 N.Y.S. (2d) 
320 (1938). Also, the clean hands doctrine has been 
applied to deny an injunction to a manufacturer who 
himself cut prices; Gillette Safety Razor Co. v. Green, 3 
N.Y.S. (2d) 822 (1938); and to a distributor who granted 
improper discounts to certain retailers; Schenley Dis- 
tributors, Inc. v. Nussbaum Liquor Store, Inc., 98 
N.Y.L.F. 2183 (1937). 

10 Any trademark owner or distributor may establish 
prices, the federal and most state Acts not specifying 
who may do so; yet a large number of statutes say that 
only the owner of the trademark, brand or name, or a 
distributor specifically authorized by such owner, may 
establish prices. Where no restriction occurs by stat- 
ute, a wholesaler may set the price where neither the 
producer nor owner of the brand does so; Old Fort Dear- 
born Wine & Liquor Co. v. Old Dearborn Distribution Co., 
287 Ill. App. 187 (1936). Yet it has been held that a 
manufacturer of lens blanks could not set finished prices 
for eyeglass lenses; United States v. Univis Lens Co., 
Inc., et al., 316 U.S. 241 (1942); and that a fabric manu- 
facturer is not a producer or owner of finished dresses 
and may not set prices therefor; Mallinson Fabrics 
Corp., et al. v. R. H. Macy & Co., Inc., 14 N.Y.S. (2d) 
203 (1939). 

4 Thus it has been held that a contract stipulation 
against the issuance of trading stamps is not binding 
on non-signers; Bristol-Myers Co. v. Lit Brothers, Inc., 
33 D. & C. (1938), affirmed 336 Pa. 81, 6 Atl. (2d) 843 
(1939). However, more extensive restrictions may be 


imposed on signatories to the contract, it should be 


recommended or notice thereof is not 
given a retailer until after he has pur- 
chased the goods.” Mandatory fair trad- 
ing of liquor has also encountered trou- 
ble in the courts." 


ORIGIN OF THE FLorIDA CASE 


Many months of battle, through the 
press and in the courts, have preceded 
the latest Florida ruling that that state’s 
Fair Trade Act was unconstitutional. 
The battle centered around the colorful, 
highly contested retailing tactics of 
fabulous “‘Webb’s City,” a combined 
drug-hardware-clothing-grocery-jewelry 


noted. It is argued by counsel for petitioners in the prin- 
cipal Florida case under discussion that many of the so- 
called “contracts” upon which fair-trading is based are 
not actually contracts at all. 

12 A retailer acquiring goods prior to notice of the re- 
sale pricing contract has been held not bound thereby 
under the Minnesota Act; Heddon’s Sons v. Callender, 
etc., 29 Fed. Supp. 579 (1939); though it has been held 
that defendant has the burden of proving that he ac- 
quired the merchandise prior to the fixing of prices; 
Glenmore Distilleries Co., Inc. v. Rubin, 117 N.Y.L.F. 
1581 (1947). 

18 See note 3, supra. See also Schwegmann Brothers v. 
Louisiana Board of Alcoholic Beverage Control, Div. 
“D,” Civil District Court for the Parish of Orleans, 
Louisiana, May 4, 1949 (CCH, Liguor Control Law Re- 
ports, Par. goo1), in which plaintiffs, Schwegmann 
Brothers, operators of a self-service market which 
merchandises at retail various commodities including 
alcoholic beverages, were charged before the Louisiana 
Board of Alcoholic Beverage Control with making sales 
of alcoholic beverages at prices below the mark-ups re- 
quired by the Alcoholic Beverage Control Act (whole- 
salers’ minimum selling price to be cost as defined plus 
15 per cent, 20 per cent, and 23 per cent on liquor, cor- 
dial liquors and specialties, and sparkling and still 
wines; retailers’ minimum prices were set at an added 
334 per cent, 45 per cent, and 50 per cent on the same). 

The decision struck down sections 1(s), 24 and 26 of 
the Act as unconstitutional, because (a) by them the 
Legislature attempted to delegate to the manufacturers 
of alcoholic beverages the right to fix the minimum 
price of such beverages without regard to the reasona- 
bleness or unreasonableness of prices, and (b) although 
the Legislature under the police power can enact laws 
for the safety, health, morals and welfare of the people, 
it cannot delegate such. power to private persons. Fur- 
ther, the Act fails of constitutionality because by the 
terms of Section 64(h), it purported to prohibit courts 
from issuing restraining orders or injunctions suspend- 
ing actions of the Board pending appeal. 
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store, watch repair, shoe repair, barber 
shop, and many other enterprises all 
rolled: into one—in all “operating 45 
stores under one roof” and reporting in 
bold type at the top of its business sta- 
tionery, ““Receipts—1925, $38,990.45, 
Receipts—1947, $11,998,976.85.” 

A ruthless but canny price-cutter, 
“Doc” Webb has plastered his competi- 
tors’ advertisements in his own windows, 
with the by-line “to per cent off these 
prices at Webb’s.” He has in a price war 
sold butter at 19¢ when the normal mar- 
ket price was 79¢, and when Macy’s 
drug line was under an exclusive dealing 
contract with another firm he has bought 
the line at retail and pushed it onto the 
market at half price. When tires were 
sold by some for $17, his prices were as 
low as $9.95. His beauty shop has given 
a shampoo and finger wave for 49¢. In 
pre-war days he began his restaurant by 
selling large-size breakfasts for 3¢, and 
has continued to take a loss in this “come- 
on’”’ phase of his business. He has retailed 
paint specially mixed for him at $1.79, 
along with free paint brushes, when the 
normal price for highest-grade paint by 
itself was $4.50, and has offered a $1,000 
reward for adequate proof (to himself) 
that there was any finer paint on the 
market. He has on at least one occasion 
bought up an odd lot of hard-to-move 
stock from some grateful wholesaler at a 
few cents per item, selling it off rapidly 
at more than ten times the cost to him- 
self and still well below list price. One 
Sunday he sold 2,600 $2 shirts at 68¢. 
And perhaps his most famous trick was 
the sale of 4,500 one-dollar bills at 95¢ 
and 89¢—and later offering to buy them 
back at $1.35 each. 

It is understandable why Webb’s 
City’s founder and president wasted no 
love on the Florida Fair Trade Act. Into 
the newspapers through full-page ad- 
vertisements went Webb’s City in their 


campaign against the Fair Trade Law. 
The advertising appeared in a number of 
newspapers over many months’ time, 
both in St. Petersburg and beyond; anda 
commendatory letter to “Doc” Webb 
from another drug firm in Tampa, 
Florida, was reprinted by full page ad- 
vertisement. In their St. Petersburg ad- 
vertising Webb’s claimed that local com- 
petitors were urging the large manufac- 
turers to boycott Webb’s City as a sales 
outlet, as a result of the low prices 
Webb’s was charging. Webb’s also 
charged that “Thousands of unprogres- 
sive merchants who are satisfied to do 
less business at a larger profit are con- 
stantly, through associations and indi- 
vidually, bringing pressure on the manu- 
facturers to fair trade their articles and 
keep prices up. They constantly threaten 
to throw out the manufacturers’ articles 
if they are not fair traded.” Webb’s 
added, in its somewhat sensational ad- 
vertising campaign: 


HERE’S OUR CASE AGAINST 
FAIR TRADE 


1. We believe that so-called “Fair Trade 
Acts” place the authority to fix prices 
arbitrarily at a high level in the hands 
of a select class. 

2. We believe that a law which permits a 
trademark owner to prevent a retailer 
from passing on to the consumer dis- 
counts which he receives from the 
wholesaler, is wrong. 

3. We question the sincerity of gigantic, 
monopolistic groups which fair trade 
some of their brands and do not fair 
trade others—even though they are 
competitive and similar in nature. 

4. We believe that any regulation which 
places a premium on indolence and at 
the same time restricts energetic, com- 
petitive, enterprise—is bad. 

Because we believe as we do, we are spend- 
ing thousands of dollars in court actions at- 
tacking the constitutionality of the Florida 
Fair Trade Act. 
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This week in our package store you will 
find the prices of many Fair Trade items re- 
duced.... 


As noted by Webb’s City in their ad- 
vertising they have, indeed, spent “‘thou- 
sands of dollars in court actions 
attacking...the Florida Fair Trade 
Act.” Webb’s City was successfully in- 
volved in court disputes under Florida 
pricing statutes before the recent case. 
When sued for slashing the price of 
Ipana toothpaste, Webb’s was successful 
in getting the 1937 Florida Fair Trade 
Act held unconstitutional, as to its pro- 
vision involving non-contracting deal- 
ers. The basis of the holding was that 
the title of the Act was defective.“ 

Again in 1942, at the behest of Webb’s, 
the Florida Supreme Court held unconsti- 
tutional a statute requiring liquor re- 
tailers to sell at a minimum 40 per cent 
markup. The two relevant bases of this 
holding were that there was no showing 
that the statute was in the public in- 
terest, and that the statute did not pro- 
vide procedural due process. 

Before the case now under discussion 
the most recent important Florida Su- 
preme Court ruling on price fixing again 
involved Webb’s, and the Florida statute 
governing price fixing by the State’s 
Barber Board was held unconstitu- 
So Webb’s twenty barbers, 
keeping seventy per cent of the fees, con- 
tinued cutting hair at 45¢ instead of at 
the Board’s price of $1.00. 

After the Florida Fair Trade Act was 


™ Bristol-Myers Co. v. Webb’s Cut Rate Drug Co., Inc., 
137 Fla. 508, 188 So. 91 (1939). It seems that the title of 
the Act gave no indication that prices established by 
contract would be binding on non-contracting parties. 
This point has not been involved in cases decided by the 
United States Supreme Court. Article III, Sec. 16, of the 
Florida Constitution was involved, in this case. 

8 Scarborough v. Webb’s Cut Rate Drug Co., 150 Fla. 
754, 8 So. (2d) 913 (1942). 

6 Robbins v. Webb's Cut Rate Drug Co., 153 Fla. 822, 
16 So, (2d) 121 (1943). 


rewritten to overcome the title defect!’ 
noted above, Webb’s City continued not 
only to campaign in the newspapers but 
also to cut prices below the listed rates 
on fair-traded articles. 

When Continental Distilling Corpora- 
tion brought action against Liquor 
Stores, Inc., Webb’s City intervened as 
party defendant. Neither defendant had 
signed price fixing agreements with 
plaintiff-respondent in this principal 
case. Both parties filed answers and mo- 
tions to dismiss. The motions were de- 
nied, and it was from this denial that 
Liquor Stores, Inc., and Webb’s City 
took their appeal to the Florida Supreme 
Court. 


ARGUMENTS OF COUNSEL 


At the time this case was tried no state 
supreme court held the Fair Trade Laws 
unconstitutional, and the United States 
Supreme Court and at least fifteen 
states!* held the Acts constitutional. Yet 
as counsel’ for the petitioners in this case 
noted the Florida Supreme Court has 
previously refused to be bound by prece- 
dent without checking other court de- 
cisions on principle. Therefore, argued 
counsel, “This court should not be 
stampeded... by the many unsound 
decisions dealing with this matter. 
Florida should stand as a beacon light, 
holding high and preserving the torch of 
free enterprise . . . , and should let it be 

17 The amended title omits the phrase referring to 
“voluntary contracts” and adds that selling below es- 
tablished prices is prohibited whether the person selling 
is or is not a party to the contract; Chapter 19201, Laws 
of 1939, approved and effective May 30, 1939. The ex- 
panded title under Florida’s 1949 Fair Trade Act in- 
cludes this same, newer description; Senate Bill. No. 
592, Laws of 1949, approved and effective June 1, 1949. 

18 See dissenting opinion of Chapman, J., in the prin- 
cipal case, and exhaustive citation of cases therein, 

19 Counsel for the petitioners were J. Lewis Hall of 
Tallahassee, and Whitaker Brothers of Tampa. The 
preparation of this article was substantially aided 


through courtesies extended to the writer by Whitaker 
Brothers. 
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known to the balance of the States that 
in Florida, individual rights and public 
welfare are still matters of prime con- 
cern.” 


To back their stated view that the 
Fair Trade Act was unconstitutional 
counsel urged: 


(1) that the Act “involves an overthrow 
... Of free enterprise, . . . substitut- 
ing... a powerful aristocratic class 
... with authority to arbitrarily fix 
prices on the necessities of life”; 
that “This law was enacted by the 
legislature under the authority of its 
police power,” and “exercise of 
police power is confined to acts which 
may reasonably be construed as ex- 
pedient for protection of public 
safety, welfare, morals, or health”; 
that general resale price fixing is not 
justified by the desire to end sales 
below cost; 

that “The prime concern of the 
courts is the public’s welfare and in- 
terest,” and not “the good will in 
labels and brands’’; 

that “The yard stick for determining 
the validity or invalidity of this 
law ...is not what has been done 
under the law, but what can be 


(2) 


(3) 


(4) 


(5) 


done” ;?° 

(6) that this law encourages slothful- 
ness; 

(7) that “The most potent danger... 


to the individual rights of the people” 


20H. J. Ostlund and C, R. Vickland, Fair Trade and 
the Retail Drug Store, Druggists’ Research Bureau (Chi- 
cago: 1940) is largely devoted to proof that “leading 
Fair Trade items showed little change, on the average, 
between the time they were placed under contract and 
1939”; see pp. 9 ff. On the other hand more recent evi- 
dence shows a contrary trend in terms of the practical, 
final consequences of fair trading. Rather than involve 
themselves in this argument counsel have made the ar- 
gument that the constitutionality of the Act must be de- 
termined not on what has happened under it, but what 
consequences fair traders might bring to fruition under 
its protection, citing as their authority Love v. Miami 
Laundry Co., 160 So. 32 (1935) and Houchins v. State, 
17 So. (2d) 82 (1944). As noted infra, however, the Flor- 
ida Supreme Court chose to rest a part of its decision on 
the finding that, in the principal case, complainant was 
actually using the Act for monopolistic purposes. 
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is the immense power of holding com- 
panies like those of which com. 
plainant-liquor manufacturer is but 
a minor part;”! 

that “The sale of all food stuffs and 
clothing is concentrated and sold 
through the same kind of corporate 
setup as is alcoholic liquors” ;” 

that the greed of “these big cor- 
porate giants” will not permit the 
protection of the public through com- 
petition to “insure only reasonable 
prices being fixed”; 

that the Act “confers upon indi- 
viduals legislative functions” and re- 
quires no review of their actions; 
that the leading United States Su- 
preme Court decision on Fair Trade 
Laws “did not purport to pass upon 
the validity in so far as State laws 


(8) 


(9) 


(10) 


(11) 


21 Counsel noted that “From 80 to go per cent of all 
alcoholic liquors distributed and sold in the State of 
Florida, as well as the United States, are produced and 
distributed by five major companies; ... the plaintiff 
herein is a mere subsidiary of one of the five major com- 
panies, to wit: Publiker Industries, Inc.,... which 
owns forty other subsidiary corporations 100 per cent 
..., and it is shown that each of the other four major 
companies likewise own(s) and operate(s) numerous 
subsidiary corporations.” Therefore, the “five major 
corporations ... can arbitrarily fix the prices on prac- 
tically the entire output of all alcoholic liquors in the 
United States.” 

2 Counsel specifically refer to General Foods Cor- 
poration with thirty-eight subsidiary corporations 
owned completely, and likewise Standard Brands, Inc. 
Though fair trading is not yet as prevalent in the food 
industry as it is in drugs, big chains like Safeway Stores 
and Kroger have in recent years been sued by the De- 
partment of Justice for allegedly attempting to drive 
their small competitors out of business by price cutting, 
then being in a position to raise prices again. The two 
named chains pleaded nolo contendere to these charges 
and paid their fines. See Fortune, Vol. XX XIX, No. 1, 
January, 1949, p. 166. Counsel claim their attached ex- 
hibits show “all corporations selling all types of com- 
modities have a like setup and function in the same 
manner. These powerful major corporations control the 
policy and methods of operation, the prices, etc., of all of 
these 100 per cent owned subsidiaries.” Counsel con- 
clude that “This is in reality a concentration of power 
over the economic life of this State and Nation such as 
never dreamed of, and to add by this law the authority to 
arbitrarily fix the prices at whatever figure they see fit, 
which the consuming public will have to pay for all ne- 
cessities, and to say that such a law enacted by the Leg- 
islature under the guise of the police power is for the 
public welfare, is ridiculous and absurd.” 
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were concerned”; 

(12) that “contracts” with the signing re- 
tailers, through which the brand of 
liquor involved in the suit was orig- 
inally fair-traded, were not truly con- 
tracts because they lack considera- 
tion and mutuality; 

(13) that there is no contractual basis for 
holding non-signers to the prices as 
set, both because of lack of mutual- 
ity of engagement and because the 
“non-signing retailers... have not 
agreed to anything”; 

(14) that contrary to reported decisions, 
there is no quasi-contractual basis for 
supporting the liability of non- 
signers, as quasi-contracts “‘are jus- 
tified only when natural justice re- 
quires the imputation of a promise 
and (it is) supported by a valuable 
consideration”; 

(15) that the non-signer clause in the Fair 
Trade Act destroys the freedom of 
contract of non-signing retailers by 
imposing a contract upon the re- 
tailers to which they did not volun- 
tarily agree; 

(16) that this is a price fixing statute, and 
not merely a statute to protect good 
will in a label; 

(17) that Florida cases hold price fixing 
statutes unconstitutional where price 
fixing power is too broadly dele- 


*% Counsel note that this point has not yet been 
treated by the United States Supreme Court, yet argue 
that the original fair-trading agreements do not show 
“that the retailer signing them is to receive any benefits 
under the contract.... There is no guarantee of any 
benefits to the retailer, he is not guaranteed fulfillment 
of his orders, he is only bound to sell such trade-marked 
article at the price fixed in the contract and to enter into 
other contracts to perpetuate the retail price program 
of the producer, all of which is for the benefit of the pro- 
ducer and does not result in any benefit to the retailer.” 
It should be noted that where State Fair Trade Acts 
have been held valid, in relation to non-signers, it has 
also been held that a single, valid fair-trade contract is 
sufficient to put the Act into operation, though it must 
be a valid contract; Revlon Nail Enamel Corp. v. 
Charmley Drug Shop, 123 N.J.Eq. 301 (1938). Any nor- 
mal consideration is held satisfactory—a contrary con- 
struction probably meaning an irreconcilable conflict 
with the Robinson-Patman Act, which forbids discrimi- 
natory treatment between customers; Houbigant Sales 
Corp. v. Woods Cut Rate Store, 123 N.J.Eq. 40 (1937). 


gated, where there is no notice and 
hearing in connection therewith™ 
and where price fixing is not needed 
to protect competition in businesses 
affected with a public interest, for 
all of which reasons the Florida Fair 
Trade Act fails of constitutionality; 

(18) that contracts attempting to estab- 
lish resale price controls in this par- 
ticular case must satisfy the require- 
ments of the federal Miller-Tydings 
Act, which does not specifically allow 
for the binding of non-signing re- 
tailers like the defendants, and which 
should be strictly construed with the 
effect of not binding non-signers;” 
and 

(19) that “The Miller-Tydings Amend- 
ment specifically provides that there 
shall be no contract fixing retail prices 
between wholesalers, but the Florida 
Act specifically authorizes whole- 
salers to enter into such contracts if 
directed to do so by the producer.” 


For all of these reasons counsel for 
petitioners argued that the Florida Fair 
Trade Act should be held invalid. It will 
be noted that in presenting their case in 
an attempt to overcome the great weight 
of authority in this country, counsel 
have not limited themselves to purely 
legal arguments. Rather, counsel have 
looked deeply into the underlying social 
and economic issues that vitally affect 
our public welfare—an approach which 
apparently did not fail to have its effect 


% Miami Laundry Co. v. Florida Dry Cleaning & 
Laundry Board, 134 Fla. 1, 183 So. 759 (1938), wherein 
the requirement of notice and hearing was stated in re- 
lation to holding constitutional a state statute including 
such procedural requirements. In Robbins v. Webb's Cut 
Rate Drug Co., 153 Fla. 852, 16 So. (2d) 121 (1943), a 
price fixing statute fell because of failure to meet this 
requirement. 

% The provision in the Miller-Tydings Act has not yet 
been passed upon by the United States Supreme Court, 
but the binding of non-signers was argued by counsel to 
be in excess of the power over interstate resales granted 
by the Miller-Tydings Act. Counsel argued that strict 
construction should be given the Act, as a legislative 
exception to a general rule and as a permissive grant to 
private individuals. 
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on the Justices of the Florida Supreme 
Court. 


Tue Court’s Decision 


The multi-opinion decision on the 
principal case by the Florida Supreme 
Court resulted, with one dissenting 
voice, in the denunciation of the Florida 
Fair Trade Act. The following summary 
explains the bases of the Court’s determi- 
nation. 

Chief Justice Adams, speaking for the 
Court, noted that the large number of 
precedents upholding Fair Trade Laws 
could not in themselves bind the Court; 
and that the effects of such laws were 
now more available for study than they 
had been before this time. The Court 
added that trade mark owners have 
property rights protected in common 
with others under the common law, and 
that any additional, statutory protection 
must be established under the state’s 
police power—an issue seldom con- 
sidered in prior decisions on these laws. 
The use of the police power, it was sug- 
gested, must be limited to the protection 
of the general public in relation to health, 
safety, and morals, and must not be ex- 
panded to protect special groups; and 
indeed, it was held, the Florida Fair 
Trade Act had the effect of actually 
harming the general welfare. Being “in 
fact, a price fixing statute,” the Act at- 
tempted to give private parties the 
power to fix prices with no test as to the 
reasonableness of prices fixed and with 
no review of price-fixing decisions. The 
Court noted that United States Supreme 
Court decisions on the validity of such 
state legislation under the federal consti- 
tution in no way prevented contrary de- 
terminations by state courts under the 
state constitutions. 

The Court concluded that “the act is 
arbitrary and unreasonable and violates 
the right to own and enjoy property; one 


economic group may not have the 
sovereign power of the state extended to 
it and use it to the detriment of other 
citizens. In that case the legislation 
serves a private rather than a public 
purpose. The sovereign power must not 
be delegated to a private citizen to be 
used for a private purpose and especially 
where there is no state supervision.” 

Having noted its view of the Fair 
Trade Act, the Court then went on to 
say that the complainant who was seek- 
ing to enjoin the below-minimum-price 
resales had failed to make a case under 
the Act itself. “The Act in terms pro- 
vides that before a contract can be en- 
forced under it (1) there must be compe- 
tition between manufacturers or pro- 
ducers of the same general commodity; 
(2) that competition must be free and 
open.” The Court stated, in accordance 
with the findings of counsel for the de- 
fendants, that the complainant was “‘one 
of about forty subsidiary corporations,” 
whose parent and four other parent cor- 
porations ‘‘control eighty to ninety per 
cent of the alcoholic liquors in the United 
States.” In the eyes of the Court these 
companies “‘are taking advantage of this 
act to create monopolies,” charge exces- 
sive prices, and stifle competition. 

It should be noted, however, that some 
doubt is left by the Court in its treat- 
ment of constitutional issues.” It should 


% The Court stated that the plaintiff's particular fair- 
trading contract is “contrary to public policy and void, 
and relief should be denied even though the act is not un- 
constitutional.” (Italics added.) Though the Court states 
that the Act is arbitrary, procedurally unsound, in ex- 
cess of the police power of the state, and violative of 
property rights, all of which should lead only to the con- 
clusion of unconstitutionality, the above sentence leaves 
some doubt, particularly when the Court nowhere ac- 
tually states that “the Act is unconstitutional.” Yet the 
Court does hold that it has “been alert to any trespass 
upon the citizens’ constitutional rights;” that “the court 
may say whether the act is within constitutional limits”; 
that “constitutional law never sanctions the granting of 
sovereign power to one group of citizens to be exercised 
against another unless the general welfare is served; 
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also be noted that in its brief, principal 
opinion, the Court presents no argument 
and (it is submitted) an inadequate cita- 
tion of authority,’ to support its conclu- 
sion that the Florida Fair Trade Act is at 
fault through giving private parties the 
power to fix prices with no required test 
as to reasonableness and with no review 
of price-fixing decisions. Further evi- 
dence for its conclusions on this impor- 
tant issue would seem essential. 

Barns, J., in his concurring opinion, 
lays his emphasis on different grounds. 
He urges that price-fixing contracts are 
void under public policy as set down in 
other Florida statutes,?* and that the 


that under the general welfare basis as broadly em- 
ployed in some states “constitutional guaranties are of 
no effect to minorities”; and that “the court of last re- 
sort of each sovereign state is the final arbiter as to 
whether the act conforms to its own constitution.” The 
doubt raised by the Court through stating that “relief 
should be denied even though the act is not unconstitu- 
tional” is apparently an error of grammar, and has been 
accepted as such in a headnote interpretation of the de- 
cision; cf C.C.H. Trade Regulation Reporter, 1948-51 
Decisions, page 63, 106. 

27 Rather than present practical arguments the Court 
merely cited three earlier Florida Supreme Court deci- 
sions, all of which deal with general, blanket price-fixing 
by governmental administrative bodies or by statutory 
determination—a procedure entirely different both as to 
method and direct effect from the resale price determi- 
nations of a fair trader on his individual products; State 
v. Ives, 123 Fla. 401, 167 So. 394 (1936), wherein it was 
held that a Barber Board had excessive authority for 
price fixing when called upor by statute to change prices 
throughout the state at its own discretion when “the 
prices so fixed are not providing the average barber with 
a sufficient income to properly maintain and nourish his 
family;” Miami Laundry Co. v. Florida Dry Cleaning 
and Laundry Board, 134 Fla. 1, 183 So. 759 (1938), 
wherein delegated powers for general price fixing by 
named board were held constitutional as the statute re- 
quired notice and full hearing and was in the public in- 
terest; Scarborough v. Webb's Cut Rate Drug Co., Inc., 
150 Fla. 754, 8 So. (2d) 913 (1942), wherein a Florida 
price fixing statute (Ch. 21001, Sec. 2, Laws of 1941) 
giving a mandatory, blanket, minimum 40 per cent 
markup for liquor was held unconstitutional on the basis 
that the liquor business’ success was not “materially af- 
fected with a public interest” and that the statute called 
for no hearing or board review. 

% Sections 542.01-542.11, Florida Statutes, Ann., 
1941, through which restraints of trade and monopolis- 
tic practices are outlawed. 


Fair Trade Act attempts to allow the 
stifling of competition vertically with the 
aid of the courts. He argues that such 
vertical protection would prevent equal 
treatment under the law, through the 
arbitrary classification of a privileged 
group in violation of Sections 1 and 2 of 
the Bill of Rights of the Florida Consti- 
tution,”’ and that such protection did not 
serve the public interest. He then con- 
cluded that the Fair Trade Act was in 
violation of Sections 1 and 12 of the Dec- 
laration of Rights of the Florida Consti- 
tution in attempting to take away from 
retailers the right to set their own prices 
on goods to which they have taken title. 

Justice Barns then suggested an in- 
teresting point. He stated that the Fair 
Trade Acts may have been needed when 
first promulgated because of the eco- 
nomic situation during the 1930’s,*® but 
that “conditions are now somewhat re- 
versed” and the proper use of the state’s 
police power had therefore changed. He 
drew the conclusion that as under former 
conditions “the fixing of a minimum sales 
price was considered within the police 
power of the State, the fixing of maxi- 
mum sales price might now be con- 


2 These sections require that all persons shall be 
“equal before the law” and that “no person shall... 
be deprived of life, liberty or property, without due 
process of law; nor shall private property be taken with- 
out just compensation.”’ Justice Barns concluded that 
“such arbitrary selections for legislative favor as are 
contained in the Fair Trade Act were precisely what the 
constitutional provisions were designed to prevent.” 

% It was noted that “These so-called Fair Competi- 
tion Acts were enacted during the "30s . . . during a pe- 
riod when the entire United States was undergoing one 
of the most severe and prolonged depressions that the 
country had ever experienced, with a deflated currency 
as relating to purchasing power; when the inventories of 
the wholesale and retail merchants were high; the fac- 
tories were idle, and unemployment of labor was great; 
and when credit policies had become restricted, all of 
which had resulted in an economy of abundance of goods 
and an economy of scarcity as to purchasing power. . . . 
It was a time when the maxim that ‘competition is the 
life of trade’ had been supplanted by the term ‘ruinous 
competition’ because of the general downtrend of prices, 
which was resulting in retail sales below cost.” 
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sidered within the police power, e.g. 
OPA.” He further concluded that under 
such later conditions, there was a scar- 
city of products which often produced 
a lack of “free and open competition” to 
meet the requirements of the Act itself, 
and that under such conditions there 
should be no right to fair trade products 
unless the existence of a condition of free 
and open competition was actively 
proved by the fair trader. 

His concluding point was that such 
price-cutting retailers as the defendants 
were not engaged in unfair activities, and 
that competition will not be accepted by 
the courts as being unfair merely because 
the statute labels such conduct as unfair. 

Hobson, J., concurring specially, took 
an approach closely allied to the opinion 
just reviewed. He argued that “‘legisla- 
tion of the type under consideration 
. .. may be valid but it is so only when 
emergencies which threaten the general 
welfare require its enactment... . Pas- 
sage of legislation of this character 
should not be permitted in the absence of 
concrete evidence of public necessity.” 
He noted that the Fair Trade legislation 
was passed in depression days, stated 
that “The duration of its existence 
should be from one legislative session to 
the next,” and concluded that ‘“‘With- 
out ...a limitation on its life span it 
could become [unconstitutional] by vir- 
tue of changed or improved conditions. 
His supporting reason for the last state- 
ment is that the validity of such legisla- 
tion must depend upon its advancing 
“the greatest good for the greatest num- 
ber—and what we now call general wel- 
fare.” Noting that the Act was not aimed 
at preventing “‘loss leadership” in pricing 
practices, he viewed the legislation as 
“not truly a ‘Fair’ Trade Act... but 
actually it is ‘unfair.’ ” 

Justice Hobson therefore concluded 
that the Act was unconstitutional, was a 


violation of democratic principles 
through stifling individual initiative, and 
was contrary to the basic law of con- 
tracts despite the “‘very technical and 
finespun theory of vertical contracts.” 
Admitting the existence of a property 
right in one’s trademark, ‘“‘the welfare of 
the ‘greatest number’ should take prece- 
dence over that of a favored few if a 
choice must be made which will invade 
or infringe the constitutional guaranties 
of either group.” 


Dissenting Opinion 


In the single dissenting voice, Chap- 
man, J., urged that the state’s police 
power was broad enough to cover con- 
trols established by the Fair Trade Act,*! 
and that in any event fair-trading is 
limited by the Act to brands and trade- 
marked products which are in free and 
open competition with similar products. 
“The Act provides for vertical contracts 
only, as distinguished from horizontal 
ones, and competition in this manner is 
continuously maintained among the pro- 
ducers or wholesalers.” He urged that 
“‘Courts are not permitted to strike down 
a statute because it fails to square with 
their individual social or economic phi- 
losophies or theories” and that “neither 
can we consider the question of public 
policy, wisdom or lack of wisdom or 

%1 To support this thesis Justice Chapman cited the 
leading federal case on business affected with a public 
interest, Nebbia v. New York, 291 U.S. 502, 54S. Ct. 505 
(1934), in which it was held that a board acting under 
authority of a New York statute could, without violat- 
ing the due process clause of the Fourteenth Amend- 
ment, fix different wholesale and retail prices at which 
milk could be bought and sold by storekeepers, and by 
distributors. This Supreme Court decision has, indeed, 
opened the way for greatly expanded government con- 
trol of business activities; see Harold D. Koontz, Goo- 
ernment Control of Business, Houghton Mifflin Co. (New 
York: 1941), pp. 287-89; yet it would still seem clear 
that, while determining that a particular line of business 
activity is affected with a public interest, arbitrary clas- 
sification of businesses to be given special treatment 


under the laws will not be tolerated, as the Nebdia case 
itself brings out. 
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other motives which may address them- 
selves to the legislative department of 
our government.” He also contended 
that the Florida Act is not in conflict 
with the Miller-Tydings Amendment, 
and that limitations may be placed on 
the freedom of contract in the public 
interest. 

These, therefore, are the views of the 
Justices on the constitutionality of 
Florida’s then existing fair trade legisla- 
tion. This review prepares us to consider 
the consequent, presumed effect of the 
new, 1949 Florida Fair Trade Act— 
through which an attempt has been 
made to avoid the effects of the above- 
reviewed decision. 


FLoripa’s New Fair TRADE Act 


Florida’s new Fair Trade Act includes 
(1) a major substantive and (2) a major 
procedural change, apparently aimed at 
meeting at least some of the judicial op- 
position to the former fair trade legisla- 
tion, and (3) a policy declaration whose 
apparent objective is to nullify every 
other ground on which the former Fair 
Trade Act was declared unconstitu- 
tional. 

(1) The substantive change is appar- 
ently aimed at lessening the possibility 
that large holding companies and their 
subsidiaries might qualify as fair traders 
under the Act. 

As stated in Section 4 of the new Act, 
“Commodities which bear, or the labels 
or containers of which bear, trademarks, 
brands or names of producers or dis- 
tributors who shall be controlled by or 
through any common ownership, for the 
purpose of this Act shall be treated as a 
single commodity having a single pro- 
ducer or distributor.” 

This provision might, but would not 
necessarily, be used by the executive 
branch of the Florida government to dis- 
qualify such a subsidiary as the com- 


plainant liquor company in the principal 
case from fair trading its products. 
Regardless, this provision overcomes 
none of the objections of the Florida 
Supreme Court to the earlier Fair Trade 
Act. For under that earlier Act itself, in 
the principal case, the High Court had 
already determined that the complain- 
ant could not qualify as a producer or 
distributor engaged in free and open 
competition. Though this provision of 
the Act might be used as a basis for con- 
tending that the Act is not as arbitrary 
as the Court found the former statute to 
be, it is not forseeable that the Court will 
give substantial weight to this argument. 
Still, it should be noted that the new 
substantive provision is commendable in 
its stated objective, and that a provision 
somewhat of this nature would be of 
value as a general test, throughout the 
country, in retarding the growth of 


oligopolistic practices under a false dis-: 


guise of free competition between the 
controlled children of a common, parent 
corporation. 

(2) The procedural change, as noted in 
the long title to the new Act, provides 
“for actions by the Attorney General to 
restrain the enforcement of contracts in 
which the commodities to which said 
contracts pertain are not in free and 
open competition with commodities of 
the same general class,” and also to re- 
strain enforcement of such contracts if 
they prevent competition.” 

This provision, it may be argued, is 


% “Section 10. (Attorney General authorized to re- 
strain enforcement of contract)—If after investigation, 
the Attorney General deems that any contract author- 
ized by the provisions of this Act prevents competition 
in the manufacture, making, transportation, sale or 
purchase of commodities of the same general class or that 
the commodity covered by the contract is not in free 
and open competition with a commodity or commodities 
of the same general class produced or distributed by a 
competitor of the parties to said contract, he may bring 
an action in the name of this State to restrain the per- 
formance or enforcement of any such contract.” 
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both permissive and uncertain; and it 
is the only procedural change from the 
former Act. Therefore, under no circum- 
stances does it assure the “due notice,” 
“review,” or “reasonableness” of a fair 
trader’s price fixing practices which 
Chief Justice Adams, in the principal 
case, stated to be essential in all in- 
stances if a Fair Trade Act were to be 
held constitutional. Further, as argued 
below, even “free and open competi- 
tion” has not given assurance that the 
public interests will be protected. It is 
therefore submitted that the new Act 
must fail of constitutionality, for pro- 
cedural reasons, unless the Florida Su- 
preme Court sees fit to change its stand 
in relation to the procedural aspects of 
Fair Trade legislation. 

(3) How thoroughly the Florida legis- 
lature has expressed its disfavor of the 
Florida Supreme Court’s denunciation of 
the Fair Trade Act is brought out in a 
declaration of policy in the new, 1949 
statute. Because it so fully challenges the 
major arguments of economists against 
Fair Trade legislation, it is quoted ver- 
batim: 

Section 1. Findings of fact: 


(a) It is hereby found, determined and 
declared that the public interests and gen- 
eral welfare of the State of Florida will best 
be served by permitting the maintenance of 
minimum resale prices of trademarked, 
branded or named commodities which are 
in free and open competition with commodi- 
ties of a like kind and quality; and 

(b) It is found, determined and declared 
that without minimum resale pricc main- 
tenance of trademarked, branded and named 
commodities which are in free and open 
competition with commodities of the same 
general class, small retail merchants with 
limited purchasing power cannot survive the 
price wars or price cutting operations of 
large retail stores which, after forcing the 
small retailers out of business by such op- 
erations gain a virtual monopoly on the re- 


tail channels of commerce, contrary to the 
general welfare and public interest; and 

(c) It is hereby found, determined and 
declared that predatory cutting of estab. 
lished prices of trademarked, branded or 
named products, as a deceptive means of 
unfairly luring from competitive merchants 
their customers, and for other purposes, has 
been the most potent weapon to which the 
great and destructive trusts have resorted 
most frequently, thereby to weaken and 
destroy their smaller competitors financially 
unable to endure resultant losses. By such 
misleading practice there is established in the 
trading area affected a virtual monopoly of 
distribution interposed between the pro- 
ducer and the pubiic, by which the monopo- 
list may extort at will from the consumer, 
while dictating prices and product quality 
dilutions to the producer, all contrary to the 
general welfare and public interest of the 
citizens of Florida; and 

(d) Such predatory price cutting is in- 
jurious to the general public as distinguished 
from a particular group or class thereof, and 
is also injurious to the good will and busi- 
ness of the producer and the distributor of 
commodities bearing a trademark, brand or 
identifying name; and 

(e) Prohibiting the unfair and discrim- 
inatory practice of price cutting of trade- 
marked, branded or named commodities 
which are in free and open competition with 
commodities of the same general class pro- 
duced or distributed by others will foster 
and encourage free and honest competition 
and will safeguard the general public 
against the creation or perpetuation of 
monopolies; and 

(f) The public interest and general wel- 
fare of the State require the permissive or 
optional maintenance of minimum resale 
prices established in accordance with the 
provisions of this Act by producers or dis- 
tributors of trademarked, branded or named 
commodities which are in free and open 
competitition, as a permanent public policy 
of the State, at all times, including periods 
of deflation or inflation; and 

(g) This Act is enacted as an exercise of 
the police power of this State, in order to 
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serve the general welfare of the citizens of 
Florida, and with the further objective of 
preventing monopoly. 

It will be noted that the Florida legis- 
lature herewith attempts, primarily, to 
do two things: 

First, it expresses a different legisla- 
tive intent as to the proposed scope and 
effect of the Act from that found in the 
Florida Supreme Court’s interpretation 
of the earlier statute. The legislature 
states it to be its intent that the Act 
shall apply ‘“‘at all times, including 
periods of deflation or inflation;” where- 
as the Supreme Court had interpreted it 
to be the legislature’s intent that such 
legislation be effective only during a 
severe downward spiral in the price 
structure. 

The construction of legislative intent 
in the promulgation of a statute is ulti 
mately up to the legislative branch, and 
therefore to this extent the Florida legis- 
lature has acted within its accepted 
province. 

Second, through its fact-finding sec- 
tion, as quoted above, the legislature de- 
clares (improperly) that the new Fair 
Trade Act shall not be held unconstitu- 
tional by anybody on the grounds that 
the legislature has exceeded its powers. 
For, states the legislature, this statute 
does serve “‘the public interests and gen- 
eral welfare” as well as small merchants, 
producers and distributors, and therefore 
is within the state’s police power, and 
does not arbitrarily exclude any group in 
society from its benefits—these being 
three major points on which the Florida 
Supreme Court had just made a directly 
contrary declaration in relation to the 
earlier Fair Trade Law. 


CoNnSIDERATIONS REGARDING Con- 
STITUTIONALITY OF THE NEw Act 


Despite the changes, the 1949 Florida 
Fair Trade Act is essentially like the 


earlier Act which was declared unconsti- 
tutional. As one basis for its decision the 
Florida Supreme Court held that, pro- 
cedurally, the Fair Trade Act was 
faulty. It was stated to be a price fixing 
statute, without provision for “due 
notice” or “review” of price fixing de- 
cisions and without some means to as- 
sure that prices will be ‘“‘reasonable.” Is 
it foreseeable that the Court will change 
its position, in this regard, or that they 
should do so? 

In seeking the answer to this question 
it must be kept in mind that in the 
principal opinion, Chief Justice Adams 
presented no argument to support his 
conclusion that the Fair Trade Act was 
at fault in not requiring a notice or re- 
view of the reasonableness of price fixing 
decisions; and the future support of the 
other Justices for this procedural require- 
ment is far from assured. Unless sound 
reasoning can be given to support the 
Florida Court’s procedural requirement, 
the requirement should of course be 
dropped. For if the trademarked product 
upon which the price is fixed is truly in 
“free and open competition” with other 
like products, as the Act itself requires, 
it might readily be argued by the fair 
trade proponents that there is no need 
for abstract standards of reasonableness 
and administrative or court review. 

Yet there are sound arguments for the 
need for some such procedure, in order 
to protect the public’s interest, if fair 
trading even under a condition of free 
and open competition is allowed. It is 
submitted that the branding and trade- 
marking of products has, when com- 
bined with large-scale national advertis- 
ing, fair trading, and the manufacturer’s 
custom of currying the favor of retailers 
by giving them the highest markup 
possible, taken away the free working 


% See Chamberlain, The Theory of Monopolistic Com- 
petition (1933), Pp. 108, to the effect that, to the manu- 
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of the laws of supply and demand in rela- 
tion to such products, so that the con- 
cept of “‘free and open competition” has 
become inadequate to give assurance 
that the public interest will be protected 
when manufacturers, even acting inde- 
pendently of each other, decide to fair 
trade their commodities. This conclusion 
would seem warranted by the demon- 
strated fact that even at this relatively 
early stage in the development of fair 
trading the practice is estimated to cost 
the consuming public 500 million dollars 
annually at the very minimum.™ 

If, as has been found, the average 
price of fair-traded drug products can be 
16.2 per cent more in fair-trade Illinois 
than the average price of these same 
trade-marked products happens to be 
just across the river in free-trade Mis- 
souri, then it would appear that “‘free 
and open competition” has not protected 
the public interest, in Illinois. 

The fair trader may be expected to 
give the normal rebuttal that ‘“‘the pub- 
lic’s interest is protected without such a 
hearing, because the public still can buy 
like products which are not fair traded, 
even within the fair trade sales area.” 

To this it will have to be answered— 
as did counsel for petitioners in the 
principal case in relation to other con- 
tentions: “This takes the cake.” For 
whenever a profiting advocate argues 
that what is submitted to be a proven 
evil is good because people can go out of 
their way to protect themselves from 
this evil and thereby destroy the advo- 
cate’s opportunity to profit at their ex- 


facturer, “‘a liberal margin to the dealer is usually more 
important than a low price to the consumer.” 

*“The Not-So-Fair Trade Laws,” Fortune, Vol. 
XXXIX, No. 1, January, 1949, p. 70. It is presumed 
that fair traders would themselves contend, or agree, 
that this proven cost to the public is, as a general rule, 
the result of individual resale price determinations by 


fair traders and not of horizontal agreements between 
themselves. 


pense, one is drawn to wonder whether, 
perhaps without realizing it, the advo. 
cate has developed some intellectual and 
moral blind spots. 

In addition, let us look at the future 
possible consequences to the national 
economy, if the public is lulled into be- 
lieving that “‘free and open competi- 
tion,” and the above-countered “‘free 
consumer choice,” are all that are needed 
to protect the public interest where fair 
trading is made a legally enforceable 
right. Two points should be noted, in 
this regard. 

First, from the type of arguments and 
news currently being presented it is sub- 
mitted as the writer’s opinion that fair 
traders and particularly the benefiting 
retailers’ associations are in effect, at 
least, currently publicizing ideas (a) that 
fair trading should be quite generally 
expanded to avoid such competition from 
free trade producers; and (b) that steps 
should be taken to prevent competition, 
in fields which fair trading has made so 
lucrative, from new and competent 
types of retailers. 

Second, a successful national strategy 
of this nature can ultimately have the 
“Malthusian” effect, as Dr. Ewald T. 
Grether has pointed out, of leading us 
back in the direction of a hamstrung, 
guild-controlled economy. The long run 
effects of this result, upon the retailers 
themselves as well as the general public, 
are obvious. 

The reader may therefore wish to con- 
clude that if fair trading is going to be 
allowed to expand, some type of public 
notice and hearing and formal determi- 
nation of reasonable fair trade prices 
would be essential. Surely it would seem 
just as essential, where fair trading ex- 
pands toward covering a whole industry 
and resale prices are set by the interested 
parties themselves, as a like procedure is 


% Op. cit. 
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held to be in Florida where a presumably 
disinterested Laundry or Barber Board® 
sets general prices throughout the state. 
But what kind of procedure would be 
adequate? 

It has been submitted that the per- 
missive method of restraint through the 
Attorney General’s office, as set forth in 
the 1949 Florida Fair Trade Act, is in- 
adequate to give assurance of due notice 
and review. Further, there is healthy 
precedent*’ for the proposition that the 
broad power of discretion in this regard, 
as given the Attorney General by the 
1949 Act, involves an unconstitutional 
delegation of legislative power. 

A special provision in the Wisconsin 
Fair Trade Act** may be of some help in 
determining an appropriate procedure; 
for this statute allows for complaints to 
the Wisconsin Department of Agricul- 
ture and Markets if established prices 
are claimed to be unfair. Yet this in itself 
would not meet the standard of the 
Florida Supreme Court that “The law 
must require notice and give opportunity 
to be heard; it is not enough that the 
public get it by chance. Otherwise the 
requirements of due process fail... .”’% 

Therefore the writer would propose 
that if fair trading is to be permitted a 
much more general and continuous 
method of advance, administrative re- 
view might properly be required. The 
governing statutory provision could well 
include: 


% Miami Laundry Co. v. Florida Dry Cleaning and 
Laundry Board, 134 Fla. 1, 183 So. 759 (1938); State v. 
Ives, 123 Fla. 401, 167 So. 394 (1936). 

" Schechter Poultry Corp. v. United States, 295 U.S. 
495 (1935). In State v. Ives, 123 Fla. 401, 167 So. 394 
(1936), it was held that a Barber Board was given ex- 
cessive authority for price fixing when authorized by 
statute to change prices throughout the state, at its own 
discretion, when “the prices so fixed are not providing 
the average barber with a sufficient income to properly 
maintain and nourish his family.” 

* Ch. 133, Sec. 25, 1947 Wis. Stats. 

® Robbins v. Webb's Cut Rate Drug Co., 153 Fla. 822, 
16 So, (2d) 121 (1943). 


1. a full definition of “fair price;” 

2. a full definition of “free and open com- 
petition;” 

3. the new Florida Act’s requirement that 
like articles produced under common 
ownership be treated as one commodity 
(perhaps adding, however, that such 
treatment might be avoided through 
adequate proof that prices on such ar- 
ticles were independently determined); 

4. a mandatory provision for administra- 

tive action to disallow fair trade con- 

tracts where free and open competition 
would be hindered by such contracts 
or is not engaged in by the fair trader, 
or where the proposed price is unfair; 
the establishment for such purpose of 
an appropriate governmental admin- 
istrative body, 

a. to which all proposed fair trade con- 
tracts must first be submitted, 

b. which would give periodical, public 
notice of fair trade prices being sub- 
mitted, 


wa 
. 


c. which would hold announced public: 


hearings in regard hereto with an 
opportunity for all interested par- 
ties to be heard, 

d. which would have power to allow or 
disallow each prospective fair trad- 
er’s submitted prices, and 

e. from whose price allowance, or dis- 
allowance, appeal could be taken to 
the courts by any interested party, 


under the usual rules of administra-. 


tive law. 


By this means exorbitant pricing 
might be restrained, in the public in- 
terest, while allowing producers the pro- 
tection claimed needed for their good will 
in their trade marks and while allowing 
small retailers the protection claimed 
needed against unfair price cutting. 

Yet we should not forget that such a 
procedure, because of involving ex- 
tensive cost analyses, is the most ex- 
pensive type of process in which the 
Federal Trade Commission itself has 
been involved.‘® Further, it is presumed 
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that the fair trader of a nationally sold 
product would have to make provision 
for some such reviews in every state 
which had a Fair Trade Act. The ulti- 
mate result would then conceivably be 
that either wholesale or retail prices 
thereafter established would have to be 
maintained uniformly throughout the 
nation on the basis of the lowest price set 
by hearing in any one state. This would 
seem necessary in order to comply with 
that state’s ruling and yet avoid a viola- 
tion of the Robinson-Patman Act rela- 
tive to discriminatory pricing, whenever 
under circumstances involving inter- 
state wholesaling or retailing a large part 
of an industry is generally affected by 
such pricing. 

The Police Power Question 


Yet it has already been submitted 
that the 1949 Act would fail as a whole, 
regardless of meeting the procedural re- 
quirement, if the Florida Supreme Court 
follows the same reasoning it has pre- 
sented relative to the earlier Act, in the 
principal case. It would fail as an arbi- 
trary exercise of the police power in the 
interest of a select group rather than as 
a benefit to the general welfare. Whether 
it should so be made to fail is the issue 
to which we now turn. 

As early stated by Chief Justice 
Shaw, the police power is “the power 
vested in the legislature by the constitu- 
tion to make, ordain, and establish all 
manner of wholesome and reasonable 
laws, statutes, and ordinances, either 
with penalties or without, not repugnant 
to the constitution, as they shall judge 
to be for the good and welfare of the 
Commonwealth, and of the subjects of 
the same. It is much easier to perceive 
and realize the existence and sources of 

4 Federal Trade Commission, Annual Report (1939), 
p. 6, cited Koontz, op. cit., note 31, p. 477, relative to the 


Commission’s expenditures in investigations under the 
Robinson-Patman Act of 1936. 


this power than to mark its boundaries, 
or prescribe limits to its exercise.’’*! 

Whether the Fair Trade Act is prop- 
erly to be held within the exercise of 
this state power is a matter for deter- 
mination by common sense, in the light 
of current, economic realities. And 
though the United States Supreme 
Court has thus far ruled that the Fair 
Trade Acts are not in violation of the 
federal constitution, they left it to the 
states to determine whether these Acts 
are a proper exercise of the police power 
under state constitutional law. 

The reasoning applied above relative 
to the need for due notice and public 
hearings under the Fair Trade Acts, in 
order to protect the public interest, is 
equally applicable to a discussion of 
whether these Acts, as they now stand 
without such procedural requirements, 
benefit the general welfare. This is 
particularly true of the arguments, (a) 
that the existence of “free and open 
competition” and so-called “free con- 
sumer choice” do not adequately pro- 
tect the public without some such public 
hearing, and (b) that the possible cur- 
rent desire of fair trade beneficiaries to 
avoid competition from free trade pro- 
ducers and to prevent competition from 
new retailers could end up by leading us 
back to a tight, guild-controlled type of 
economy. 

In this latter regard we must not for- 
get that since mergers, consolidations, 
and holding companies were declared 
lawful through the United States Steel 
case” in 1920, the number of producers 
engaged in free horizontal price com- 
petition has already been restricted in a 
marked manner; though the United 

“| Commonwealth v. Alger. 7 Cush. 53, 84 (Mass.: 
ve Unie States v. United States Steel Corp., et al., 251 

Consolidation and the Concentra- 
tion of Economic Power,” 57 Yale L.F. 613 (1948). 
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States government is now once again 
attempting to prosecute against the big- 
ness of an enterprise for its own sake.“ 

The limitation on the number of pro- 
ducers has certainly been particularly 
marked in the liquor production indus- 
try, in which the complainant in the 
principal case is engaged; and indeed in 
the case of liquor sales the law may now 
possibly include the mandatory require- 
ment that the product be fair traded be- 
fore it can be sold within a particular 
state, as is the case under California and 
New York statutes, and as was formerly 
the case under a Florida liquor control 
law. Such a situation certainly makes 
for trends toward uniformity in pricing 
policies at the producer level on grounds 
other than those dictated by the free 
working of competition. 

Further, the marked limitation on the 
number of producers engaged in com- 
petition, in many fields, sets the familiar 
stage for the possibility of gentlemen’s 
agreements, through which the last 
vestiges of truly free competition may be 
destroyed, at least for extended periods 
of time, and for administrative price 
making and price leadership, which may 
or may not have harmful results in 
particular cases from the consumer 
standpoint. 

In the light of this realistic view of the 
market as it today exists, therefore, it 
would seem well to consider whether the 
Florida Supreme Court is not entirely 
correct in concluding that the enactment 
of Fair Trade legislation is an unconsti- 
tutional exercise of the state’s police 
power. As Justices Hobson and Barns 


“ In mid-1949 the government began one of its most 
ambitious anti-trust actions—the Du Pont case—where- 
in there is no charge of injury to customers through 
price-fixing, but rather that bigness in itself is prevent- 
ing benefits which might accrue to other businesses if 
the Du Pont holdings—mainly General Motors and 
U. S. Rubber—were broken up; U. S. News & World 
Report, Volume XXVII, Number 3, July 15, 1949, p. 18. 


both suggest, this type of legislation may 
more readily be defended as a service to 
the general welfare during an extreme, 
deflationary trend. Yet in 1947-1948, 
when the cause of action in the principal 
case arose, the trend was certainly in the 
opposite direction; and as will be re- 
called the 1949 Fair Trade Act of 
Florida calls for permanent, general ap- 
plication, regardless of the status of the 
economy. To find cause for legislative 
support for artificial retail price floors, 
in the name of service to the general 
welfare, would be extremely difficult in 
a period where supply and demand fac- 
tors themselves are working constantly 
in favor of higher and higher prices. In- 
deed, as the Court pointed out, the Fair 
Trade Act itself was not aimed at pro- 
tection against loss leadership. 

Two key questions now arise, for final 
treatment: 


(1) If it is within the police power to. 


outlaw restraints of trade generally, why 
would it not be within the police power 
to outlaw all but a certain class of re- 
straints of trade? 

To answer this question it need merely 
be pointed out that any exemption from 
the exercise of the police power must not 
be arbitrary. As this point is argued by 
Justice Barns in the principal case, “A 
state may not prohibit and make pun- 
ishable those who enter into agreements 
in restraint of trade or which tend to re- 
strict competition and then grant im- 
munity to a class consisting of those who 
enter into vertical contracts and agree- 
ments having the same obnoxious im- 
pact upon the public interest.” 

It therefore appears that if the exer- 
cise of the police power must be justified 
as a service to the general welfare, an 
exception given in favor of a particular 
class when the police power is exercised 
must also be justified as a service to the 
general welfare. 
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Here lies the nub of a major difference 
of opinion as between the majority and 
the single dissenting Justice,“ in the 
principal case, giving us our second, key 
question. 

(2) Is it “arbitrary,” or on the con- 
trary is it a service to the “public con- 
venience” and the “general welfare,” 
to exempt from anti-trust legislation the 
trademark owners and the wholesalers 
and retailers of their products, in rela- 
tion to their vertical, resale price main- 
tenance agreements? 

The viewpoint of the United States 
Supreme Court on this issue is that “the 
question may be regarded as fairly open 
to differences of opinion... ; and the 
legislative determination in that respect, 
in the circumstances here disclosed, is 
conclusive so far as this court is con- 
cerned.” This of course is, to date, a 
binding determination on this issue, as 
far as the United States Constitution is 
concerned. 

A different interpretation of the avail- 
able evidence was noted by the Florida 
Court, in the principal case. As the 

4 The difference of opinion is not so much as to what 
the law is, but as to how the law should be applied. In 
opposing the exemption of fair traders from the general 
ban on restraints of trade, the majority state that “The 
police power has been wisely restricted to those things 
which of necessity affect the public morals, public health 
or public safety. ... To be valid it must apply to the 
general public as distinguished from a particular group 
or class.” The Court adds that “constitutional law never 
sanctions the granting of sovereign power to one group 
of citizens to be exercised against another unless the 
general welfare is served; and that under the general 
welfare test as broadly employed in some states “‘con- 
stitutional guaranties are of no effect to minorities.”” On 
the other hiand, the dissenting Justice urges that “The 
police power is no longer limited to measures designed 
to protect life, safety, health and the morals of the citi- 
zens, but extends to measures designed to promote the 
public convenience and general prosperity and includes 
economic measures regulating competition.” It would 
seem clear that under either the former or latter defini- 
tions of the extent of the police power, an exemption 
given to a particular class could be found to be an arbi- 
trary misuse of that power. 

Old Dearborn Distributing Co. v. Seagram-Distillers 
Corp., 299 U.S. 183, 198 (1936). 


Florida Court specifically stated, the 
actual effects of Fair Trade Acts on the 
public welfare are now much more 
readily available for study than these 
effects were at the time when the leading 
federal decisions were handed down. 
That Court agrees with the recent sum- 
mation of the Federal Trade Commis- 
sion, as based on their nation-wide 
studies: 


The essence of resale price maintenance is 
control of price competition. Lack of ade- 
quate enforcement of the anti-trust laws 
leaves a broad field for the activities of or- 
ganized trade groups to utilize it for their 
own advantage and to the detriment of con- 
sumers.*? 


Even though it were conceded that 
there may be some substantially harm- 
ful effect to a producer’s good will when 
customers see his trade-marked and 
branded items sold at different retail 
outlets at different prices—though this 
contention has never been adequately 
proved; and even though it be recog- 
nized that there is some inconvenience 
and discomfort in the current situation 
of small retailers who are faced with 
price competition on each individual 
product they sell—which is their only 
inconvenience and discomfort, or danger, 
at which the Fair Trade Acts can prop- 
erly be said to be directed: the writer 
is prepared to state the following con- 
clusions, on the basis of the law, the 
evidence, and the reasoning, as set forth 
in the preceding pages: 

(a) Neither the effect of free trade on the 
producer’s good will nor its effect on 
the small retailer is sufficient to justi- 
fy an exemption, under the claimed 
appropriate exercise of the police 
power, which in turn appears to allow 
a far greater total injury to the inter- 


‘1 Federal Trade Commission, Summary and Conclu- 
sion, December 13, 1946, p. Ixi, as cited by Chief Justice 
Adams in the principal case. 
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ests of the public; and 

(b) There are far less costly methods than 
fair trading for assuring the producer 
a fair measure of protection of good 
will in his trademark, and for assuring 
any deserved protection against price 
cutting which small retailers may have 
—these methods including special legis- 
lation against loss leadership and 
against price discrimination which is 
aimed at or results in hindrance to 
free competition, and special legisla- 
tion to establish either uniform or 
differential prices, in the case of busi- 
nesses affected with a public interest, 
where it can be proved that such price 
determinations are reasonably neces- 
sary to prevent monopolistic or other 
generally harmful trends. 


The above conclusions apply to the 
1949 Florida Fair Trade Act as well as 
to Fair Trade Acts in general. And since 
the new Fair Trade Act does not sig- 
nificantly differ from the old one in these 
important respects it appears that it 
will, in turn, be declared unconstitu- 
tional. 


Future or Farr TRADE 


Following the decision in the Florida 
case, what is the current status of Fair 
Trade Laws in the nation generally, and 
what trends can we discover for the 
future? 

Florida stands alone, in recent high 
court decisions of the states, in declaring 
a Fair Trade Act unconstitutional. It is 
possible that other high state courts will 
do likewise. Following the lead of the 
concurring Justices in the principal case, 
this could happen possibly without re- 
versing their prior decisions, even in 
those states which under different economic 
conditions have in the past held their Fair 
Trade Acts constitutional; for as the case 
is argued by Justice Hobson, “‘such legis- 
lation . . . can be constitutional only in 
extreme situations wherein our economic 


structure is seriously endangered” and 
where there is “concrete evidence of 
public necessity.” Even lower state 
courts, where bound by precedent to the 
effect that their Fair Trade Acts are con- 
stitutional, may increasingly and very 
realistically limit the application of their 
Acts where fair traders are not in “‘free 
and open competition” or are not, as a 
lower New York court recently held, in 
“fair competition.” 

It is possible that state legislatures 
will take action to reverse the trend 
toward an artificially restricted economy 
which the Fair Trade Acts have fostered. 
Steps toward such action have been 
taken, of recent date, in California, New 
York, Illinois, and Louisiana.“* 

It is possible that the United States 
Supreme Court will reverse its stand in 
the Seagram case of 1936, on the basis 
of the proven economic consequences of 


that decision. Further, the Supreme. 


Court might possibly view the Acts as 
contrary to the public welfare, in the 
light of changed economic conditions. 
And in the absence of such court action, 
it is additionally possible that the 
Supreme Court will rule the non-signer 
clauses in the state Fair Trade Acts in- 
applicable to interstate sales, under a 
literal interpretation of the Miller- 
Tydings Act.®° 

There is reasonable support for such 
possible actions by the United States 
Supreme Court. The Court has been 
willing in recent years to reverse earlier 

48 “Off the Editor’s Chest,” Consumers’ Research, 
Volume 24, Number 1, July 1949, p. 2, 22. 

49 Old Dearborn Distributing Co. v. Seagram-Distillers 
Corp., 299 U.S. 183 (1936). 

6 Cf. 18th argument of counsel in the principal case. 
Cf. also the 12th argument of counsel, to the effect that 
the fair trader’s contracts may not actually be contracts, 
within the meaning of the Miller-Tydings Act. This lat- 
ter argument received support from Justice Hobson, in 
the principal case, who ruled that the Florida Fair Trade 
Act was contrary to the basic !aw of contracts, in spite of 


“the very technical and finespun theory of vertical con- 
tracts.” 
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decisions considered harmful in their ef- 
fects to the economic welfare of the 
nation and its citizens. The Court will 
take judicial notice of general economic 
conditions," even though not “the par- 
ticular economic facts of a given trade or 
industry.’* Further, the Court has (a) 
through the basing point cases both ap- 
proved the Federal Trade Commission’s 
increasing control over price fixing agree- 
ments® and in effect approved the Com- 
mission’s control over the individual de- 
cisions of competitors to use the same 
method of quoting prices, and (b) 
through the recent motion picture and 
oil industries cases approved restrictions 
on the ownership and contractual con- 
trol over distribution and sales outlets.® 


51 As stated by the United States Supreme Court in 
West Coast Hotel Co. v. Parrish, 300 U.S. 379 (1936), in 
relation to a contrary situation in our economy: “We 
may take judicial notice of the unparalleled demands for 
relief which arose during the recent period of depression 
and still continue to an alarming extent despite the de- 
gree of economic recovery which has been achieved. It is 
unnecessary to cite official statistics to establish what is 
of common knowledge through the length and breadth 
of the land. While in the instant case no factual brief has 
been presented, there is no reason to doubt that the 
State of Washington has encountered the same social 

blem that is present elsewhere.” 

% As stated by the United States Supreme Court, in 
Borden’s Co. v. Baldwin, 293 U.S. 194 (1934), “the par- 
ticular economic facts of a given trade or industry... 
are outside the sphere of judicial notice... .” 

53 Federal Trade Commission v. Cement Institute, et al., 
333 U.S. 683 (1948). 

™ Clayton Mark & Co., et al. v. Federal Trade Commis- 
sion, U.S. Sup. Ct., October Term, 1948, April 25, 1949, 
Number 464. Cf., likewise, in relation to a broadening 
interpretation of Federal Trade Commission powers 
under the Robinson-Patman Act, Federal Trade Com- 
mission v. Morton Salt Co., 334 U.S. 37 (1948). While 
the Clayton Mark decision resulted from a 4-to-4 split 
making it necessary to uphold the lower-court ruling, 
and while therefore a future switch in this case is readily 
possible, because of the recent appointment of Tom C, 
Clark to the Supreme Bench “A greater tendency to in- 
terpret the antimonopoly laws strictly and rigorously is 
foreseen.” U. S. News & World Report, Volume XXVII, 
Number 7, August 12, 1949, p. 32. 

5 United States v. Paramount Pictures, Inc., et al., 334 
U.S. 131 (1948); Standard Oil Co. of California v. 
United States, U.S. Sup. Ct., October Term, 1948, June 
13, 1949, Number 279. 


And none of these decisions, in light of 
the facts involved and their possible 
economic effects, appears to involve 
areas of control so clearly beneficial to 
the public interest® as would be the pre- 
vention or restriction of resale pricing 
practices. 

Finally, it is possible—though not 
probable—that Congress may repeal the 
Miller-Tydings Act, which was passed 
as a last-minute rider to important and 
essential legislation. Such a repeal has 
been urged in the last session of Con- 
gress, through a bill presented in the 
House of Representatives by Repre- 
sentative Donald O’Toole of New York.” 

The public attitude is not as well 
matured or expressive against retailers 
profiting through unnaturally high 
prices, as it is in relation to profiting 
through producer combinations. Yet the 
development of public sentiment in 
favor of the elimination of resale price 
maintenance is supported today by the 
obviously harmful effects, to retailers as 
well as consumers, of sticky prices on 
fair traded products. This has been 
particularly true, of late, in the retailing 
of radio and television sets. 

Through the fruition of such possible 
trends as these, it is the writer’s hope 
that free enterprise, in the field of mar- 
keting, might become more free and 
more enterprising than it now is. Such a 
result is possible, as has been suggested, 
through judicial interpretation, legisla- 
tion, and voluntarism. 


% Cf. review of anti-trust cases involving pricing poli- 
cies, U. S. News & World Report, Volume 25, Number 
12, September 17, 1948, pp. 46 ff. Relative to the appar- 
ently inconsistent decisions of the Court in the motion 
picture and oil cases, cf. idid., Volume XXVI, Number 
25, June 24, 1949, pp. 17 ff. 

57 H.R. 4003, 81st Congress, 1st Session. Representa- 
tive O’Toole said to the author in August 1949, “There 
are powerful forces working against this repeal meas- 


ure. I think it has about as much chance of passing this © 


Session as the proverbial celluloid cat in Hades.” Never- 
theless, Mr. O’Toole intends to continue the fight. 
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A MANAGEMENT AUDIT OF MARKETING 


RESEARCH 


ROBERT E. SESSIONS 
Alderson Sessions 


I 


HE rapid progress of marketing re- 
p gov in recent years has been the 
pride and the despair of those who 
practice it; and seemingly, top manage- 
ment is bemused as well. The field is still 
young and is enjoying the satisfaction of 
youthful growth and promise. It is, how- 
ever, still paying the penalties of being 
young—chief of which is the continuous 
struggle for status. 

Logically, the case could be made that 
as marketing is often the most important 
function of a company, so must research 
in marketing be considered integral with 
its general management. The fact is, 
however, that marketing research is 
generally subsidiary in status and seldom 
geared directly to the formation of 
central policy. 

In many situations, this subordinate 
status may have been fortunate in 
having kept this technical group out of 
the zone of problems beyond its reach 
during its formative years. The recent 
experience of election pollsters shows 
clearly enough what can happen where 
aspiration too far exceeds one’s capacity 
to perform. With the return of old- 
fashioned competition, however, the 
position of marketing research now rep- 
resents much more than a_ jurisdic- 
tional issue, of interest primarily to a 
technical group. The larger question is 
whether their very real contributions 
can be assimilated quickly enough by 
management to be effective in the com- 
pany’s battle for market position. 

In response to such a challenge, 
marketing research can now contribute 


brilliantly in terms of a wide range of 
research procedures and analytical meth- 
ods. In the critical months ahead, how- 
ever, the need is not so much for method 
and technique as for their aggressive use 
in an operating program. The test of the 
research staff is not in their competence 
as individual technicians, but their com- 
bined impact as a hard-hitting organiza- 
tion. The research director—however 
inventive as a researcher—must measure 
his performance by standards of effective 
management. 

For the great majority of companies, 
the time is ripe for a thorough-going 
audit of the marketing research function. 
in terms of present needs and long-range 
objectives. Such an audit should be de- 
signed to provide an objective basis for 
answering three key questions: (1) Is the 
research program in keeping with the 
character of the company as well as its 
needs? (2) How can the administration of 
research be made to set the pace for 
operating efficiency? and (3) Is the re- 
search staff sufficiently in touch with the 
realm of ideas which determine sales 
growth and future market position for 
the company? 

No doubt there are several methods 
that could be followed in an organized 
study to answer these questions. The 
procedure and general design would dif- 
fer depending on the size and type of 
company and whether it is undertaken 
by company staff or by an outside con- 
sulting organization. The method to be 
described in this article has been de- 
veloped and applied by the consulting 
firm with which the writer is associated 
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and hence reflects the approach most 


‘natural to an outsider brought in for the 


purpose. 

There is one principle, however, that 
must be observed regardless of varia- 
tions in methods or the agency under 
which they are carried out. This prin- 
ciple (obvious enough in the abstract) is 
that the research function and the group 
who perform it do not exist in isolation. 
To be effective, the audit must be con- 
ceived as the joint responsibility of the 
research group, and—through top man- 
agement—of all departments having a 
direct interest in its most productive use. 


II 


The audit study consists of four quite 
separate and distinct stages, each of 
which must produce a definite result and 
lay the basis for the step which follows. 


A. QUALIFYING THE CoMPANY 


Generally, the purpose of this stage is 
to provide essential background for a 
precise adaptation of subsequent steps 
in the procedure and for interpretation 
of final results. The ultimate objective 
is not “the best” research organization 
as an abstract proposition, but one that 
will be most directly useful to the com- 
pany and readily recognized as such. 
Hence, it is important at the outset to 
get a clear picture of how the company 
is organized to make and to communicate 
decisions; and in doing so, to identify 
the factors which are favorable to—or 
militate against—a more proficient re- 
search operation. 

In particular, the preliminary report 
should take account of the following 
topics. 


1. Position of the Company in Its Industry 

Is it a newcomer or old-line? Does it 
lead or follow in matters of price, de- 
sign, and merchandising method? Does 
its financial record suggest stability, 
rapid expansion, or fluctuation? Is its 


present market position one of apparent 
security, gradual decline, or imminent 
collapse? 


2. Organization of Marketing Activities. 


This topic leads us into treacherous 
territory in which “things are seldom as 
they seem.” Not only are there wide 
variations in the structure of organiza- 
tions; the titles are often misleading in 
indicating where decisions are shaped 
and made on such issues as sales volume, 
product design, advertizing appropria- 
tions, changes in sales outlets, and price 
and discount strategy. 

Equally pronounced are differences 
in the degree to which organization re- 
lationships have been formalized. The 
range is extreme—from companies 
having complete, up-to-date charts and 
“charters” for each department and sub- 
division, to situations where the set-up 
has been determined by custom and runs 
by force of personality. 

Finally, it is important to note what 
kinds of methods are used in making de- 
cisions and communicating information 
about them to the various people who 
need to know. A rigid hierarchy in which 
everything stays in channels, an elab- 
orate network of committees, or the 
one-man organization pulsating with 
news from “‘the chief’”—each presents a 
different problem both in establishing 
research requirements and in organizing 
to meet them. 


3. Sales vs. Production Emphasis. 


At one extreme are companies in 
which the only apparent purpose of de- 
sign is to give the product another sup- 
posed ‘“‘sales plus.” A more common 
type of unbalance is the firm with great 
pride in the quality of its production and 
the prestige of its industrial research— 
but whose executives are allergic to 
scientific method and measurements as 
applied to marketing. If the company as 
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a whole is strongly biased in one direc- 
tion or the other, this becomes an im- 
portant factor in ultimate conclusions 
both as to the scope of the recommended 
program and the best methods of re- 
porting and presentation of research 
results. 


B. BENncH Marks 
FOR ANALYSIS 


For comparative purposes, two de- 
tailed statements of the duties and re- 
sponsibilities of the research group 
should next be prepared: 

1. The first of these must reflect what 
the research director and his staff con- 
ceive to be their authorized program, 
whether based upon a delegation in 
writing or accepted custom and practice. 

2. A similar statement should then be 
prepared in consultation with each of 
the executives who depend upon or are 
influenced by the work of the research 
department. Here, however, the ques- 
tion is what the executive group cur- 
rently expects of the research staff, as to: 
range of subject matter, style of pres- 
entation, rapidity of performance, re- 
quired degree of precision, and extent of 
participation by the research staff in 
applying research results to the solution 
of the problem. All important differences 
in viewpoint are noted and explained in 
detail. 

Taken together, the two statements 
present an organized view of (1) the 
standards to which the marketing re- 
search staff professes to conform, and (2) 
those by which it is in fact being evalu- 
ated by its clientele. Frequently, the two 
are quite different and reveal an im- 
portant failure in communication. 


C. AuDITING THE INTERNAL RE- 
SEARCH OPERATION 


The third stage of the audit is a direct 
appraisal of the adequacy of the research 
operation, taking into account its cur- 


rent and potential program, organiza- 
tion and procedures, and _ technical 
methods. This, of course, is the heart and 
core of the study—but is more meaning- 
ful when carried on within the per- 
spective provided by the two preceding 
steps. The internal analysis should be 
designed to yield an objective basis for 
answering the following questions: 


1. How does the current program compare 
with potential company needs? a. Classifica- 
tion and analysis of research workload. For a 
period of six months preceding the study all 
activities of the entire research staff are 
classified, as to: type of assignment (whether 
analytical report, factual information, or ad 
vice and counsel); origin of request; nature of 
pending decision or action leading to assign- 
ment; use made of completed research; de- 
gree of satisfaction with the result; and both 
primary and secondary readership of the re- 
ports and memoranda. 

By a use of the desk audit and daily diary 
procedure a complete record is made ac- 
counting for all working time of the staff for 
three months from the beginning of the 
audit. The activities thus recorded are then 
classified on the same basis as indicated 
above, providing an organized record of the 
de facto research program over a nine 
months’ period. 

b. Classification of potential workload. 
The problem here (less difficult than it might 
seem) is to classify the company’s activi- 
ties, decisions, and suspended judgments 
with respect to sales, distribution channels, 
product development and production sched- 
ules—insofar as these have involved judg- 
ments about markets and marketing pros- 
pects. A complete list is not necessary; nor 
is it essential that the time period coincide 
precisely with that of paragraph “a.” The 
objective is to have for this interval a reason- 
ably representative list of issues and prob- 
lems of marketing which required executive 
attention. 

The source of these data will vary from 
one company to the next. The materials 
are usually abundant, however, in the form 
of minutes of committee meetings, cor- 
respondence files, and press releases; these 
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sources can be supplemented by personal 
interviews with key executives. 

When the representative list has been com- 
piled, it is first classified by type of market- 
ing issue involved. Each issue or problem is 
then analyzed to determine: what assump- 
tions as to marketing were made; what ex- 
perience was mobilized; what facts were de- 
veloped in writing especially for the occasion; 
what past research materials were used; 
what new assignment of research was ordered 
and used in reaching a decision (ordered by 
whom and with what result?); and finally— 
what was the time factor, in terms of when 
the problem first arose, when it was identi- 
fied, and when it was considered, studied, and 


dealt with. 


2. Is the organization—and are its 
operating procedures—reasonably adapted 
to the current and potential workload? It 
becomes clear at this point in the analy- 
sis whether research in marketing has 
been set up in accordance with accepted 
principles of organization. Quite fre- 
quently, it becomes apparent that such 
departments first began with one man 
and now tend to reflect his interests, 
technically; or the scope of work is too 
often determined by the expedient re- 
quirements of other departments, on a 
day-to-day basis. 

This part of the analysis is therefore 


concerned with such points as the 
following: 


a. How many separate functions in research 
are required to discharge the immediate 
workload? 

b. What degree of further specialization is 
justified in order to handle the potential 
workload? 

c. What system of written delegation of 
responsibilities will clarify organization 
relationships within the research group— 
and between it and other departments? 

d. What procedures are best adapted to 
tight control of jobs beginning with as- 
signments and ending with action growing 
out of final reports? 


e. What positions within the department 


require redefinition; and what new posi- 
tions can now be defined to meet present 
needs and probable future requirements? 


3. Are research methods and techniques 
adequate to the present and potential work- 
load? A complete checklist is developed 
to include all methods and techniques 
currently in use. This list should be 
classified in relation to such factors as: 
price policy; distribution and sales cost 
analysis; sales estimates and forecasts; 
market potentials; and market planning 
for new products—and other well-defined 
categories of research assignments. 

In technical terms the existing meth- 
odology is appraised by the most ad- 
vanced standards in the field, in an ef- 
fort to account for omission of techniques 
that might have been used. In the same 
appraisal special note is made as to the 
skill with which the several techniques 
are selected, adapted, and combined. On 
the practical side, however, it is equally 
important to be aware of considerations 
of time and cost, and the crippling effect 
of such limitations in maintaining credit- 
able standards. Any such appraisal is 
not complete without a review of the 
types of problems for which existing 
techniques are inadequate, and where 
further research is necessary to develop 
new and reliable methods. 


D. Tue Aupir Report 


The final report follows logically from 
the design of the study and consists of 
three basic sections. 


1. A critical evaluation of the existing re- 
search program as to: 


a. adequacy with which subject-matter 
fields are covered; 

b. thoroughness with which individual 
problems are defined and analyzed; 

c. reliability of methods used, and skill 
with which they are applied; 

d. deficiencies in existing organization 
structure and operating procedure; 
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e. problems of relationship with other de- 
partments. 


2. An appraisal of the research needs and 
requirements first identified and de- 
scribed by the executive group, as to: 


a. the technical feasibility of engaging in 
research to secure the results proposed; 

b. the time factor in research which must 
be allowed to insure the availability of 
facts and analysis as a basis for decision 
and action; 

c. the size of organization, quality of per- 
sonnel, and estimated costs entailed in 
meeting management's demands. 


3. The program and organization recom- 
mended for installation within a period 
of one to three years. 


a. How the proposed program fills emerg- 
ing and potential needs of company 
policy and operation; 

b. Why it accords with established re- 
search practice and recognized tech- 
nical standards; 

c. How it meets the requirements (within 
the limits of technical feasibility) ex- 
pressed by management; 

d. The proposed organization and operat- 
ing methods, and estimated cost— 
assuming full-scale operation; 

e. Specific transitional steps to facilitate 
progress from the existing basis to the 
one proposed. 


Three points about the content of the 
report are important and have a strong 
bearing on the acceptability of the rec- 
ommendations. 

First of all, it becomes clear that all 
parties have participated who have a 
direct interest in the subject. The 
auditors—in addition to applying a 
critical judgment—have provided a 
medium through which many diverse 
elements in the company can become 
focused on a common problem. 

In the second place, the standards 
used in shaping final recommendations 
have been derived from within the com- 


pany. They have not been imported from 
other concerns, nor are they precon- 
ceived ideas injected, uncritically, by an 
outside group. 

Finally, the new and revised program 
and organization should not be urged 
for adoption immediately, and in its 
entirety. Change, even if fundamental, 
is not so strongly resisted when it can 
be seen in the perspective of time. Thus, 
a period of one to three years gives 
enough latitude for “growing into” new 
activities and testing out the new pro- 
cedures. Granted leeway of this kind, 
the substance of the proposal is much 
more likely to receive consideration on 
its merits—and pressure for speeding up 
the installation often develops from 
within the company. 


III 


The development and use of research 
in marketing may well be the field of 
fastest progress for professional manage- 
ment during the next decade. It is true 
that principles of research management 
and a theory of research organization are 
still primitive. But it is also true that 
top management has a large dollar stake 
in their precise formulation and refine- 
ment. 

Each year sees the failure in the mar- 
ket of new products that have been de- 
veloped at great expense and that were 
known to have been “‘technically sound.” 
Every season bears witness to schemes 
of distribution which consume the profit 
possibilities of the product before the 
campaign ever gets off the ground. And 
many companies are guilty of continuing 
to make and stock items which have 
sold for years in lots of one-twelfth-of- 
a-dozen. 

These and similar incidents may be no 
more than minor foibles; but they may 
also spell incipient disaster for the 
management. which ignores them. The 
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point is that within broad limits such 
risks of judgment are avoidable through a 
use of methods and techniques already 
in existence. By the audit method out- 
lined in the preceding section it is pos- 
sible for management and the research 
group to mobilize all that we know 
about the processes of research in 
marketing and to adapt them to the re- 
quirements of the particular company. 
In any case, a point of departure is sug- 
gested by the three questions posed at 
the beginning of this article; what fol- 
lows is a resume of experience in terms 
of these three topics which may have a 
fairly general application. 


A. Is THE RESEARCH Procram “In 
CHARACTER” WITH THE COMPANY? 


This issue directly concerns the ori- 
entation of the research process and 
staff to the rest of the company organi- 
zation. An exact analogy is in the rela- 
tion of the octane rating of gasoline to 
the motor which uses it; top performance 
results only where motor and fuel are 
designed with relation to each other. In 
this sense, there are three indicators that 
can often be used to gauge the extent to 
which a satisfactory adjustment has 
been achieved. 


1. Standards of Technical Performance. 


By this criterion it seems that the 
question too often asked by research 
directors is ““How technical can I get?” 
Sometimes it is hard to escape the im- 
pression that they are talking, writing, 


and programming mainly with other. 


technicians in mind—rather than the 
assimilative capacity of the company 
and its management. Statistical findings 
may be carried to the last decimal point 
where a range of ten percent or more 
would serve as well. In the case of field 
surveys the size of sample is often much 
broader than could be justified by the 


issue to be decided, thus running the risk 
of providing ‘“‘too much and too late.” 

The otherextreme is equally dangerous 
and exists where the research men—for 
fear of being thought “‘too theoretical” — 
shrink from advocating a complex 
method even though it might be in- 
tensely practical in its bearing on a prob- 
lem. The factor of business judgment is 
present in every equation of marketing; 
so that the final test of the validity of 
research is not whether it results in an 
exact measurement, but whether it con- 
tributes to a sounder decision than could 
have been made otherwise. 


2. Scope of the Research Program. 


In the nature of the case, the growth 
of research within the company is 
generally by an accretion of individual 
projects. Often, also, the program may 
be strongly biased along lines of greatest 
technical interest to the research group, 
or its most friendly department or 
official within the company. 

While such elements of expediency 
perhaps should not be ruled out en- 
tirely, they should never determine the 
scope of the program. A prime purpose 
of the audit is to develop standards both 
as to range of service and scale of re- 
search budget appropriate to the com- 
pany’s market position. Only when it is 
expressed as a percentage of sales or 
proportion of overhead can the value of 
the research program be visualized in 
proper perspective. 


3. Style and Method of Reporting. 


This topic is a hardy perennial as a 
cause of misunderstanding and _ lost 
motion for the general management of a 
company and its research staff. Should 
the report be summary or detailed? 
Should it carry through to a set of con- 
clusions and recommendations, or stop 
short with a “straight” presentation of 
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“facts”? Should it be impressive and 
elaborate as to layout and form, or a 
simple memorandum with supporting 
tables and appendices? 

Quite clearly the answers to these and 
related questions for one company may 
not serve the purposes of another. There 
are, however, two principles of rather 
general application. The first of these is 
that any report of a study or survey 
should be regarded as a multiple-purpose 
document. It should be designed, there- 
fore, so that each of several parts is self- 
contained and directed to the special 
interest of some official or company 
division. 

The second principle of sound report- 
ing is to reach agreement as to form and 
style of presentation during the time the 
original assignment is being formulated. 
At the outset, every effort should be 
made to determine from each official or 
group who will use the report not only 
what kinds of data are required, but the 
form in which they will be most practical 
in use. 


B. RESEARCH ADMINISTRATION 


Our second key question is whether 
the collective effort of the research staff 
is organized and directed with the ob- 
vious result of setting a high standard of 
operating efficiency for the rest of the 
company. Unlike the considerations 
mentioned immediately above (as to 
keeping the research operation “‘in 
character’’) one seldom finds criticism of 
any part of an organization on the basis 
that it is “too efficient.”” Moreover, con- 
sidering the potential importance of 
marketing research—and its  conse- 
quences for more rational policy and 
planning—management should insist 
that it exert an organizing influence on 
the company as a whole and that it set 
the pace for administrative clarity and 
despatch. 


Too frequently, the relatively small 
size of the research staff is the basis for 
concluding that specialized functions, 
organizationally, cannot be justified or 
that systematic procedures may not be 
required. Such a view is patently un- 
sound for it ignores the fact that good 
organization means the best allocation 
of effort and funds whether the staff 
consists of five people or fifty and 
whether the budget is ten thousand 
dollars or a million. 


1. Specialization of Function. 


As to organization, a basis most often 
exists for a three-way division of re- 
sponsibility: 

a. The first and elementary function is, 
of course, a systematic service of supply 
of factual information. This is in sub- 
stance a reference-library type of serv- 
ice set up to give fast answers to spot 
questions from existing materials 
drawn from published sources and com- 
pany records. Properly set up, this serv- 
ice is not only constructive in its 
immediate result but is more important 
for what it does to free the analytic 
staff from bird-dogging, leaving more 
time to concentrate on analytic work. 

b. The second function is concerned with 
the analysis and interpretation of 
marketing information in terms of 4 
proposed decision or action. This—the 
analytical function—may require ma- 
terial collected from a field survey or 
secondary sources; the report may be 
voluminous or brief, and the time factor 
may vary from a few hours to several 
months. In any case, however, the re- 
sponsibility is problem-solving in its 
nature, and as such the requirements of 
training and temperament are suffi- 
ciently well-defined to be acknowl- 
edged as a specialized function quite 
different in character from the one de- 
scribed immediately above. 

c. The third function is that of providing 
counsel to management and to other 
departments on marketing issues and 
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research in relation to marketing de- 
cisions. This responsibility is, of course, 
best performed by the research director 
and by those of his staff having the 
seasoning and discretion to be effective 
in fulfilling an advisory role. Decisions 
of many kinds typically involve the 
company’s key staff in a continuous 
process of consultation and group dis- 
cussion. While time-consuming, the 
background from such meetings is es- 
sential to the research group, both in 
defining their assignments and in the 
realistic reporting of results. Contrari- 
wise, the participation of the research 
staff during this stage can be most 
useful if regarded as an advisory serv- 
ice. The relevance of previous studies 
can be pointed out, sources of informa- 
tion can be cited, and the feasibility of 
research methods can be described in 
relation to the particular subjects under 
discussion. Here again, however, a 
specialized responsibility is involved 
which differs in quality and result from 
either of the two mentioned immedi- 
ately above. 


2. Administrative Procedure 


Even assuming, however, a rational 


and effective organization of staff, there | 


still remains a need for efficient operating 
procedures in the management of in- 
dividual research projects. A two-fold 
test of efficiency in this sense is: first, 
whether the work occurs within a pre- 
determined estimate of time and cost; 
and second, whether the finished project 
can result in a wiser decision than could 
have been made without it. Admittedly, 
this is a ruthless test, but a fair one, if— 
for any substantial project—the pro- 
cedure takes account of three crucial 
steps: 

a. The assignment should be formulated 
in terms of the action to be taken or 
the decision to be made; it should be 
reduced to writing and cleared with the 
people who will be guided by the com- 
pleted report. 


When the planning stage is well ad- 
vanced, a dummy report should be 
prepared, complete enough to be a 
detailed preview of the finished report. 
It should contain all of the table head- 
ings, topics requiring elaboration in 
text, and graphic illustrations. This 
dummy report should be reviewed and 
revised in collaboration with the officers 
or departments who originated the as- 
signment in the first place. The ques- 
tion for them can be stated very specifi- 
cally: “Is this what you want, and are 
you sure you can use it in this form?” 
Experience shows that the assignment 
and problem become very much more 
concrete with the result that the fin- 
ished product is used more produc- 
tively. 

c. With the end-product thus visualized 
in dummy report form, the third stage 
is the preparation of an operating 
manual for the project, containing a 
precise description of the methods to 
be used, drafts of all forms and controls 
required for the job, specifications of 
the personnel to whom job responsibili- 
ties are to be assigned, and a budget 
accounting in detail for the projected 
expenditure of both time and money 
for each aspect of the job. 


Compliance with these three operating 
steps fulfills both requirements of oper- 
ating efficiency. The use of the com- 
pleted report is insured through the kind 
of collaboration thus invoked among 
those who are dependent upon the re- 
sults. At the same time, by accounting 
for the requirements of money and effort 
that will be applied against the end- 
product, a sound basis exists for de- 
livering the result within the budget 
estimate. 


C. IDEAS wHICH DETERMINE 
SALES GROWTH 


Those engaged in research and mar- 
keting (even more than sales executives 
and the top management) must remind 
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themselves of this dominant fact of 
modern marketing: ideas must be moved 
before things can be sold. A roster of 
prosperous companies of twenty-five and 
fifty years ago, and which do not exist 
today, will serve to show what happens 
in trying to sell things after the demand 
for the idea has vanished or changed to 
other forms. 

In sterling silver, is the key idea for 
the particular company the notion of 
sentiment, or is it utility? For a retail 
store, is it suburban convenience or 
completeness of line and service in a 
central location? In beer, is it taste or 
camaraderie? These and similar ideas are 
constantly changed in kind and inflec- 
tion by the economic and social condi- 
tions of people and the state of competi- 
tion from entirely different products and 
services. 

But however important this concept 
may be for the consumer market, it is 
more far reaching in its significance for 
industrial goods. The revolution in in- 
dustrial sales, brought on by rapid ad- 
vance in technology, has taken place too 
quickly to be appreciated. In this field 
the limit of the possibility of sales is 
pretty well set dy the state of the tech- 
nical knowledge of the potential buyer. 
“Selling” consists in the first instance of 
communicating technical knowledge of 
the chemical compound, the machine, or 
the appliance—so that the thing sold is 
in fact an idea of the money that can be 
saved or made by using the product, 
and how. 

The ideas that determine sales growth 
and market position are, therefore, the 
perpetual concern of research in market- 
ing, as they are the substance of policy 
for the general management of the com- 
pany. Statistics, facts, and trade prac- 
tice are sterile data lacking content, 
direction, or relevance, unless inter- 
preted with relation to the ideas which 
surround the transaction in the market. 


IV 


As stated earlier in this article, the 
development and use of research in’ 
marketing can well become the field of 
most rapid progress for professional 
management during the next decade. 
There is sufficient evidence that sound 
research in marketing is most rational in 
its consequences by replacing hunch 
with fact, and needless speculation with 
an ordered calculation of risks. Marked 
headway in this direction will depend in 
the first instance on what researchers are 
able to do to make the processes of their 
profession more rational in practice. 

At the present time, the research pro- 
fession is at a critical stage in its de- 
velopment. It can become more doctri- 
naire in its stance and more narrowly 
technical in its viewpoint, or it can move 
to identify itself more solidly with 
general management. If the latter choice 
should prevail, the result will be pro- 
foundly constructive for the business 
community as a whole. As Wroe Alder- 
son stated when president of the Ameri- 
can Marketing Association: ‘Every 
enterprise has its own best position in 
the market; and the continuous struggle 
to improve that position supplies the 
drive which keeps our economy dy- 
namic.” The established methods and 
techniques of research in marketing, re- 
sponsibly applied, can contribute di- 
rectly to this—the growth factor—in 
our system. 

And top management, far from pro- 
fessing annoyance at the “theoretical” 
approach of their research staff and the 
technical content of their trade, should 
challenge them to become even more so, 
wherever necessary to the solution of 
practical problems. The most progressive 
members of top management have found 
that sound theory and advanced tech- 
nique are liberating in their effect on 
business judgment. 
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SHOPPING HABITS AND INCOME: 
A PHILADELPHIA DEPARTMENT STORE STUDY 


D. F. BLANKERTZ 
University of Pennsylvania 


cross section of all the credit cus- 
tomers of a large Philadelphia depart- 
ment store. The analysis was based on 
467 personal interviews in Philadelphia 
County, on 320 mail questionnaires re- 
turned by patrons in the trading area 
outside Philadelphia, and on an exami- 
nation of store records. The study has 
contributed new data on some funda- 
mental problems of shopping behavior. 
Primary emphasis was placed on 
family characteristics (such as income, 
number of members, and age of buyers) 
and on expenditure data (such as num- 
ber and location of credit accounts in 
five department stores, cash vs. credit 
expenditures at each, and the relative 
amount of total expenditures at each). 
Only the data pertaining to primary 
shopping habits and to income will be 
covered in this article. 


A RECENT study! has been made of a 


Shopping Habits 


Purchasers of such items as ready-to- 
wear and house furnishings wish to com- 
pare the different brands, styles, quali- 
ties, and prices of the merchandise 
offered for sale. This behavior is be- 
lieved to be so universal and so impor- 
tant that most shopping-goods stores, 


14 Philadelphia Department Store Study, made by 
members of the Marketing Research classes of the 
Wharton School of Finance and Commerce, University 
of Pennsylvania, in cooperation with the store’s Mar- 
keting Research Staff, Philadelphia, Pa., April, 1949. 
This discussion is by the writer, who supervised the 
study, and the Research Director of the store, called 
Store A. The full report has been distributed to the 
competing stores studied, but with concealment of such 
confidential data as total number of accounts, dollar 
size of accounts, and store identities. 
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either in downtown or in secondary 
shopping centers, locate close to com- 
petitors. 

Department stores, of course, are 
characterized by emphasis on shopping- 
goods lines and on concentrated loca- 
tion. As regards shopping habits, how- 
ever, no individual store plays a passive 
role. Although it desires the benefits of 
proximity to competitors, each store 
struggles to overcome the encourage- 
ment offered to buy at other nearby 
stores. By intense price competition, by 
emphasis on credit relations, by offering 
many services, and by many forms of 
promotion it seeks to develop goodwill 
and to obtain loyalty. 

What is the outcome of these opposing 
forces? Is each department store able to 
secure some customers who do not buy 
from competing department stores? Is 
each store able to secure other custom- 
ers who, if not loyal to the store, at 
least will almost never buy specific items 
or lines from competitors? How widely 
do each store’s patrons shop? Which 
stores exert the strongest pull on pa- 
trons? Do shopping habits vary among 
income groups? These are some of the 
questions underlying the study that was 
made. 


Appeal to Income Groups 


Supposedly, a store seldom can cater 
successfully to all income groups. De- 
partment stores often are classified in 
relation to the income groups to which 
they cater. At one extreme is the car- 
riage-trade store catering to the pros- 
perous, selling medium-high and high- 
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priced quality merchandise, and having 
a reputation for prestige. At the other 
extreme is the bargain, promotional, or 
price store, appealing to the low and 
low-middle income groups. In between 
fall the stores catering, as Fred Lazarus 
has worded it, to “the middle of the 
middle.” 

Of the five Philadelphia stores studied 
two are known as prestige stores (both 
have shown signs of trading down in 
recent years), two have the reputation 
of middle-class stores (both, however, 
have grown from low-price, promotional 
stores and more recently have traded up? 
into aggressive competition with the 
prestige stores in all but the highest price 
lines), and one store is characterized as 
a low-price, promotional store. 

The principle of limiting a store’s ap- 
peal rests on the assumption that at 
different income levels customers have 
different tastes, desires, and needs for 
goods and different attitudes towards 
price, services, and store facilities or 
atmosphere, in addition to different 
abilities to buy. The leveling of incomes 
since 1940 has provided a great stimulus 
for stores to move toward the middle 
of the middle. Other factors that blur 
the classification given are: (1) the 
operation of basement stores appealing 
to a lower-income group than do the 
upstairs stores; (2) the use of budget 
shops or fashion shoppes to slant the 
appeal of some departments toward 
distinct income groups, and (3) the 
growing struggle for brand exclusiveness 
to avoid intense price competition. 

Also underlying the study made were 
the questions raised by these conflicting 


* By trading up is meant the layering on of higher- 
priced lines, the placing of less emphasis on price in ad- 
vertising, and, by a variety of means, the effort to sell 
higher-quality, higher-priced lines to a higher-income 
group. The process does not necessarily involve the 
elimination of lower-priced lines or the loss of old cus- 
tomers. 


forces. To which income group, or groups 
does a given store now sell successfully? 
To what group, or groups, should it 
cater? Can a store cater successfully to 
all income groups? The data gathered 
throw considerable light on these ques- 
tions and on their relation to shopping 


habits. 


Shopping Habits of Store A Credit Custom- 
ers 


Taste 1.—Srore A Crepir Patrons Woo Mape Casu 
or Crepit Purcuases aT Oruer Stores 1n 1948 


(percentages) 


Family Income 


Group Store B Store C Store D Store E 


Philadelphia Patrons 
High Income g! 72 86 73 
Middle Income 86 76 78 68 
Low Income 80 56 54 56 
All Incomes* 88 73 80 64 
Non-Philadelphia Patrons 
High Income 72 44 14 43 
Middle Income 58 29 45 22 
Low Income 44 33 55 17 
All Incomes* 63 35 61 31 


* Including families whose incomes were not reported. 
The income classification used is given in Table 3. 


The figures in Table 1 are not a 
measure of all competition but of the 
pull exerted on Store A’s patrons by 
competing stores. They demonstrate 
conclusively that most families purchase 
(for cash or credit) at several department 
stores. In general, women shop widely.’ 
Indeed, 96 per cent of all Store A’s 
Philadelphia credit customers made pur- 
chases at one or more of these competing 
stores during 1948. Loyalty seldom 
means sole patronage. 

These data also confirm the impor- 
tance of distance. Stores A, B and D are 
located on 8th and Market Streets; the 


% Shopping around would tend to result in some pur- 
chases being made in most (not all) of the stores 
shopped. The chance that a significant number of 
women would patronize several department stores with. 
out comparing their offerings is believed small. 


a 
= 
». 
4 
y 
> 
f 
| 
| 


574 


THE FOURNAL OF MARKETING 


other stores are located three and five 
blocks away. The lower patronage of 
these latter stores seems to be related 
directly to their distance. 

If few women buy exclusively at one 
department store, nevertheless many 
are loyal to some departments; 76 per 
cent of patrons claimed to buy selec- 
tively, i.e., they almost always would go 
to a specific store to get some specific 
merchandise; Ig per cent said they never 
bought selectively (at least in these 5 
stores); and 5 per cent gave no answer. 
Moreover, the size of expenditure tends 
to increase at those stores at which 
customers buy selectively, suggesting 
the key importance which a strong, lead- 
ing department may have on total op- 
erations. 


Shopping Habits; Incomes and Residence 


The higher the income of families the 
more department stores they patronize, 
and, presumably, the more shopping 
around is done. From 72 per cent to gI 
per cent of Store A’s Philadelphia credit 
patrons patronize each of four com- 
petitors, as do only 54 per cent to 80 per 
cent of its low-income patrons. With but 
one partial exception each competitor 
pulls more patrons from each higher-in- 
come group. This dispersion of trade by 
higher-income families and relative con- 
centration of trade by low-income fami- 
lies is potentially the most important 
finding of the study. 

A striking difference can be noted be- 
tween the behavior of local residents 
(somewhat over half of total Store A 
patrons) and out-of-towners. The latter 
apparently shop less and, therefore, 


patronize fewer stores. The time and 
trouble of getting downtown seems to 
reduce the time spent in shopping. Sig- 
nificantly, the greatest losses in pulling 
power are by the distant stores. Neither 
of Store A’s competitors at 8th and 


Market suffer nearly as much reduction 
in patronage. This tendency for distance 
from the market to immobilize the cus- 
tomer while she is in the market has 
received, perhaps, too little attention. 


Credit Accounts 


Credit relations, it is supposed, do 
much to encourage department store 
patronage and to develop loyalty to 
given stores. If so, then the possession 
of credit accounts would condition shop- 
ping habits. The high correlation found 
between total patronage and credit 
patronage tends to confirm the relation- 
ship; but to what extent credit accounts 
develop from shopping behavior or are 
a separate influence is impossible to 
determine. 


TABLE 2.—TuHeE NumBer oF Active Accounts IN Five 
DEPARTMENT STorEs HELD By Srore A’s 
Active Crepit Patrons 


(percentages) 
Families Income Groups 
with: High Middle Low All 
Philadelphia Patrons 
5 accounts 23 7 3 13 
4 accounts 20 13 19 16 
3 accounts 18 21 15 19 
2 accounts 25 28 31 30 
1 account (A) 14 31 32 22 
100 100 100 100 
Non-Philadelphia Patrons 

5 accounts 16 9 14 14 
4 accounts Ig 16 5 18 
3 accounts 18 13 24 16 
2 accounts 15 19 Io 16 


1 account (A) 32 33 47 36 


100 100 100 100 


Quite obviously, it is easy to solicit 
credit accounts from high-income fami- 
lies. (That they are heavily solicited also 
is true; but the figures here concern ac- 
tive not nominal accounts.) Even more 
than in their total purchases, low-in- 
come families tend to concentrate their 
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credit business. One-third of Store A’s 
credit patrons from this low-income 
group have only their Store A account, 
and another third have only this account 
plus one other. In contrast, nearly eight 
times as many high-income patrons have 
accounts in all five stores as do low-in- 
come patrons. 


Shopping Habits and Size of Expendi- 
tures 


A store is concerned with how many 
competing stores its customers patronize; 
but it is more concerned with how much 
dollar business these competitors get 
from its customers. Here the results 
were most surprising. Here, too, the 
importance of the differences in shopping 
habits among income groups is most 
clearly revealed. 

Early in 1948 Store A took an nth 
sample of all its credit accounts (a 
sample more than ten times as large as 
the one used in the present study). 
Analysis showed that from the section 
of Philadelphia with the lowest average 
rentals Store A secured the fewest ac- 
counts per thousand families but the 
highest dollar expenditures per average 
account! In the section with the highest 
rentals Store A secured the most ac- 
counts per thousand families but next 
to the lowest (and within 15¢ of the 
lowest) dollar expenditures per average 


account! Although it was not clear then, 
these data should have raised the sup- 
position that Store A was most successful 
in getting patronage from high-income 
families but most successful also in get- 
ting sizable dollar expenditures from 
low-income families. The present study 
confirmed both points. Among many 
reasons for this, shopping habits stand 
out most prominently. 

As is the case of nearly all stores, 
Store A had no factual knowledge as to 
the incomes of patrons. The composition 
of customers in the study is shown in 


Table 3. 


This composition was close to the 
one the store was seeking. It would seem 
to be a favored one, the natural assump- 
tion being that the higher the incomes 
of customers the larger will be their 
expenditures. As the analysis of store 
records had foreshadowed, the assump- 
tion easily may be invalid for any given 
store. Indeed, a closer approximation 
of the truth would seem to be: any 
income group is as good as any other. 

The primary impetus for the present 
study was the problem of small accounts. 
As the data in Table 4 clearly reveal, low 
incomes are not an important cause of 
small accounts at Store A. Even though 
half of the low-income customers have 
small (credit) accounts, they hold only 


3.—Income DistripuTion or Store A’s Active Crepir Accounts, 1948 


(percentages) 
. Philadelphia Non-Philadelphia Incomes in 
Family Incomes. Accounts Accounts & fama Trading Area* 
Under $2,000 II 7 9 35 
$2,000 to $3, 500 50 38 45 40 
Over $3, 500 39 55 46 25 
All incomes 100 100 100 100 


* Income data based on 1946 Federal Reserve Board figures. A check by rental averages showed no significant 
bias in the Philadelphia sample data. Non-Philadelphia data cannot be checked. It is believed that the return of 
39 per cent, the use of a secret code, and the appeal to help students in required class work lessened the usual bias 
in mail questionnaires. 
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TaBLe 4.—DistrisutTion or Crepit Accounts By Size Amono Income Groups (PHILADELPHIA P aTrons) 


(percentages) 
Size of Credit Account* 2 
Family Income P — of 
Large Medium Small All . 
High income go 33 37 100 39 
Middle Income 24 38 38 100 50 
Low Income 27 19 54 100 11 
All Incomes 25 33 42 100 100 


* Accounts were classified by arbitrary dollar limits chosen to give a breakdown into approximate thirds. The 
dollar amounts are confidential; but to suggest how small a small account is it can be cited that at the upper limit 
a family would be spending slightly over 14¢ per person per day at Store A. Total small accounts represent less 
than Io per cent of store credit volume. Retaining the same dollar classifications but including both cash and 
credit purchases yields the following breakdown: 33 per cent large, 39 per cent medium, and 28 per cent small. 


14 per cent of small accounts. Were 
Store A to forbid the store—by some 
means—to all families with less than 
$2,000 annual income, over 37 per cent 
of all accounts still would be small. 

Most important, low-income families 
contribute a full share of large accounts. 
By concentrating their expenditures in 
a few stores, low-income families tend to 
spend as many dollars in a given store 
as do high-income families. This fact 
has never been fully appreciated. Al- 
though each of the five stores, regardless 
of basic appeal, seems to be successful 
in getting this good low-income trade, 
probably no more than one of them is 
soliciting the credit trade of these fami- 
lies. 


Cash vs Credit Expenditures 


Another habit of low-income families 
patronizing department stores is their 
greater cash expenditures relative to 
credit expenditures. 

This tendency for greater cash ex- 
penditures by low-income than by high- 
income families is another factor (which 
the records at very few stores would 
reveal) increasing the importance to a 
store of its low-income patrons. The 
data also suggest that a large part of the 
cash business of Philadelphia depart- 
ment stores comes from their credit 
customers. 

The differences among income groups 
in their use of credit is not great, and the 


Tasie 5.—Crepirt vs. Expenpitures or Store A, Crepit Customers at Eacu Store, 1948 


(percentages) 
Store A Store B StoreC Store D Store E Average 

High Incomes 

All Credit 26 26 36 28 41 30 

Less for Cash 56 48 46 si 46 50 

More for Cash 18 26 18 21 13 20 
Middle Incomes 

All Credit 15 14 16 22 17 16 

Less for Cash 64 56 64 57 63 61 

More for Cash 21 30 20 21 20 23 
Low Incomes 

All Credit 18 18 26 23 28 a1 

Less for Cash 62 55 54 55 58 58 

More for Cash 20 27 20 22 14 21 
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Taste 6.—A Cross Section sy Income Groups or THE Patrons or Orner Stores Wuo Are Crepir 
Patrons oF Store A 
PHILADELPHIA Patrons 


(percentages) 
Family Incomes Store B Store C Store D Store E Store A 
High Income 34 32 36 36 33 
Middle Income 42 44 42 42 42 
Low Income 8 7 6 7 9 
Income Unknown 16 17 16 15 16 
Per Cent Patrons—All Incomes 88 73 80 64 100 


differences in behavior at individual 
stores are surprisingly small. The in- 
ference is either that there are general 
patterns of behavior that are more im- 
portant than the credit promotions and 
operations of individual stores, or that 
each of these five stores are competing 
approximately equally for credit busi- 
ness. 


Patronage by Income Groups 


The composition of Store A patrons 
by income groups does not appear to be 
a special case. Each of the five stores, 
whether prestige, or middle-class, or 
promotional in basic appeal, seems to 
have an almost identical composition. 

Because these figures are not a cross 
section of all the patrons of the other 
stores, there is a chance for considerable 
error. Store A’s credit customer list, 
however, embraces nearly half of all 
Philadelphia families, and a majority of 
all high-income and middle-income fami- 
lies. It has only 4 per cent of patrons who 
buy exclusively from its store. If other 
stores had a markedly different appeal 
to income groups, than Store A, surely 
the difference would have occurred also 
in the large segment of the total popula- 
tion represented by Store A patrons. The 
strong inference is that the reputed ap- 
peal of certain stores for certain income 
groups has been greatly exaggerated. Re- 
gardless of reputation each seems to 


secure the same composition of patrons. 

The last bit of important evidence, the 
size of expenditures at each store, is least 
conclusive. The nature of the sample and 
of the expenditure data gathered make it 
difficult to estimate accurately the true 
size of expenditures by income groups 
for all the patrons of other stores. The 
data gathered, however, suggest this 
conclusion as .most probably right: the 
reputed class stores are having more 
success than are other stores in getting 
sizable expenditures from high-income 
patrons. Despite widespread patronage, 
high-income customers are not equal 
spenders in all stores patronized. They 
appear to concentrate the bulk of their 
dollar expenditures in a few, usually 
the class, stores, The crucial difference 
arises from counting pocketbooks rather 
than noses. 

In this sense of the relative size of 
expenditures secured, but in this sense 
only, do class stores seem to deserve 
their reputation. This customer be- 
havior, of course, helps to explain why 
most stores would find that high-income 
customers spent no more (or even fewer) 
dollars in their stores than did low-in- 
come customers, despite the great dis- 
parity in ability to buy. 


Conclusions 


Comparison of competitor offerings is 
a definite shopping habit of the patrons 
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of department stores. The degree of such 
shopping, as revealed by stores pa- 
tronized, varies greatly among income 
groups. The lower the incomes of custom- 
ers the fewer department stores they 
patronize. From this behavior stem 
several important results. 

Because some families have more 
money to spend, or because they spend 
more money in department stores, it 
does not follow that they are better 
customers for any given store than are 
families with less to spend. Indeed, high- 
_ income families are likely to be large 
spenders in only a few of the many 
stores they patronize; but low-income 
customers are likely to be large spenders 
in one or two of the fewer stores they 
patronize. 

The heavy solicitation of high-income 
families, the greater competition for 
their patronage, and their habit of 
spreading purchases widely, all tend to 
make their expenditures at any given 
store small. The lack of store records on 
customer income tend to obscure this 
situation. The lack of records on the cash 
expenditures of credit customers also 
obscures the relatively larger cash ex- 
penditures of low-income patrons. 

Department stores can, quite evi- 
dently should, and in more ways than 
is usually realized, do cater to all income 
groups. Contrary to retailing principle, 


they can cater successfully, and ap- 
parently with equal success, to all in- 
come groups. Only prestige stores are 
likely to find high-income patrons to be 
the most profitable group of customers. 
Even they, by discouraging the patron- 
age of the more price-minded lower- 
income groups, may pay a penalty for 
this success. Counting each patron, re- 
gardless of size of expenditures, each 
department store attracts about the 
same cross-section of income groups. 
Only a few customers of any store will 
patronize only that store; but most 
customers will be loyal patrons for some 
merchandise items or lines. 

Out-of-town patrons exhibit the same 
basic patterns as local residents but 
they patronize fewer stores and have 
somewhat fewer credit accounts. Dis- 
tance from the market not only reduces 
the number of trips made to the market 
but reduces the amount of travel in the 
market. 

Such, at least, seem to be the implica- 
tions of this study of a Philadelphia 
department store and its competitors. 
Although the data cannot be generalized 
with safety, the findings are sufficiently 
conclusive to shake traditional doctrines. 
Much more data will be needed to es- 
tablish the principles which hold true 
in the changed markets of today. 
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Marketing Notes 


THE RELATIONSHIP OF ADVERTISER AND AGENCY IN RESEARCH 


t General Mills we believe that it is 
A very important to have close co- 
ordination of all parties involved in 
marketing a product. To say the op- 
posite, in our opinion, would be almost 
parallel to ignoring the need for close 
coordination between advertising, mer- 
chandising, production, etc. The ad- 
vertising agency in General Mills’ plan 
of operations is a partner in the business. 
Its job is to know the operations of 
General Mills so well that its recom- 
mendations for advertising will fit per- 
fectly into the over-all merchandising 
and promotion plans of the company. 

This is not unique with General Mills. 
I am sure it is duplicated, with only in- 
dividual variations, among most suc- 
cessful advertisers. The counsel and ad- 
vice of your advertising agency is im- 
portant not only in the fields of media 
and copy but also in research. 

Research is a vital part of this program 
in General Mills. We have in thecom- 
pany a department of 24 people each of 
whom is qualified in some phase of 
marketing research, thus affording a 
marketing research service capable of 
meeting the varied needs of the com- 
pany’s operations. Advertising research 
is a major part of our regular activities, 
and our advertising agencies have an im- 
portant place in much of that work. 

We have not attempted to set up 
policies governing the flow of work and 
sharing of responsibility. My experience, 
first with an agency and later with the 
advertiser, would indicate the inad- 
visability of doing that. Rather, we 


have adopted two simple rules which 
help us in deciding each project as it is 
being planned. The first of these rules is 
to encourage or assign agency research 
only in the fields directly affecting the 
creation of advertising. The second is to 
discourage or refuse agency research 
which concerns the evaluation of their 
own efforts. 

Generally we classify research proj- 
ects in two categories insofar as their 
relation to our advertising agencies are 
concerned. The first type, such as copy 
testing, media and duplication studies, 


premium tests, radio commercials, pack- _ 


age design studies, etc. are related to the 
basic function of the advertising agency 
and as such are agency responsibilities. 
In the delegation of research responsi- 
bility for these types of work we pro- 
ceed about as follows, Regardless of 
where the problem originates, it comes 
first to the attention of our Market 
Analysis Department. The problem is 
studied here and our library files are 
searched to check any research findings 
previously done that may have a bearing 
on the subject. We then release the as- 
signment to the agency, possibly with 
observations concerning the areas of 
information that should be covered, ex- 
tent of sampling, etc. and a request that 
they submit a plan for research along 
with a schedule and estimate of costs. 
At the time the plan is received in our 
department we again study it to make 
sure that all of the interests of General 
Mills are covered insofar as that particu- 
lar problem is concerned, and that it 
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conforms with accepted research pro- 
cedures and techniques. If approved the 
project is then assigned to the agency for 
completion. 

Sometimes we continue with the 
agency in jointly completing the re- 
search. In any event, however, the final 
report must clear through the Market 
Analysis Department before reaching 
the operating department of the com- 
pany for which the work was done. This 
practice assures each department in 
General Mills that the research findings 
submitted to them are accurate in all 
matters of procedure and interpretation 
and are complete insofar as the problem 
is concerned. 

A second type of research project 
concerns the product itself, its market 
position, its sales volume, etc. These, in 
our opinion, are projects which should 
be done by the advertiser rather than its 
advertising agency. Research in these 
areas are the responsibility of the ad- 
vertiser, usually do not relate to the job 
of creating advertising and would in- 
volve the agency in the evaluation of its 
own efforts. 

While we do not encourage this type 
of research among our advertising agen- 


cies, we do solicit their advice and con- 
sider it carefully, and we distribute 
copies of the findings to the agencies, 

The advertising agency is a service 
organization. Its plant facilities are 
people and its output is “ideas that 
sell.” The agency spends large amounts 
of money in acquiring people with ex- 
perience and proven ability. They must 
also spend substantial amounts to main- 
tain the production of “‘selling ideas” 
through research. 

At General Mills, we are constantly 
urging more financial investment on the 
part of our agencies in pre-testing printed 
word copy, radio commercials, special 
merchandising promotions, premiums, 
etc. but we do not require that the 
agency assume the financial responsi-. 
bility of post-checking these activities. 

Except for this single rule, our pro- 
cedure is to consider each project by 
itself to determine first the agency re- 
sponsibility on the project and finally 
the extent to which the agency should 
share in or assume completely its costs. 

Gorpon A. HucHEs 
General Mills 
Minneapolis 


SOCIAL SCIENCE AND THE ART OF ADVERTISING* 


HAT odds would you want to bet 

W your life against a good dinner? 

I imagine it would have to be a pretty 

sure thing before you would make that 
bet. 

It is often thought that human behav- 
ior is unpredictable. But within a half 
hour I often bet my life more than a hun- 
dred times on the predictability of human 
behavior. As I drive along the highway 


* Condensed from a paper given to the Creative 
Group Meeting of the 1949 Eastern Annual Conference 
of the American Association of Advertising Agencies. 


40 miles an hour, I bet my life that none 
of the drivers coming the other way at 
the same rate will suddenly decide to 
swerve in front of me. 

It is a fact that human behavior, 
following the laws of psychology, is often 
more predictable than the performance 
of machines that are governed by the 
laws of physics and chemistry. In riding 
on trains I have been held up by broken 
driving rods, hot boxes, and many other 
mechanical failures, but never because 
the engineer decided to stop and pick 
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daisies. When the conditions are right, 
human behavior is highly predictable. 
If it were not so, a great civilization like 
ours would be impossible. Both social 
science and the art of advertising are 
founded on the firm conviction that 
human behavior can be predicted and 
controlled when the factors governing 
them are lined up in the right way. 

I believe that the relationship of the 

psychological principles that govern 
human behavior to the art of advertising 
is analogous to that of the laws of per- 
spective to the art of painting. In order 
to be a great painter, one must know the 
laws of perspective, and most of the 
great masters had a rather exact knowl- 
edge of those laws. But one might have 
the best knowledge in the world of the 
laws of perspective and yet never be 
able to produce a decent painting. The* 
scientific law is a valuable foundation, 
but the final results must be produced by 
a creative artist. Scientific knowledge 
assists, but can never replace creative 
talent. 

Three of the factors that control hu- 
man behavior are drives, cues, and re- 
wards. I shall comment on each of these 
as a social scientist sees them. The first of 
these factors is drive, or as advertisers 
call it, appeal. One of the reasons why 
your behavior is so predictable when you 
meet a car coming the other direction on 
the open road is because of the strong 
drive involved. If for any reason you 
threaten to hit the other car, this fright- 
ens you. The strong drive of fear moti- 
vates trying to avoid hitting the other 
car and resolving to be more careful next 
time. But when the drive of fear is weak- 
ened or a strong competing drive is pro- 
duced the behavior of the driver becomes 
much less predictable. 

There are two kinds of drives: primary 
and learned. The primary drives, like 
hunger, thirst, pain, cold, and fatigue, 


are innate and common to all men. Their 
strength, however, is not constant; it 
varies with the conditions of depriva- 
tion. For example, if you hold your 
breath for more than 60 seconds, you 
experience a tremendous drive to breathe 
but normally this drive is important to 
only a few people, like asthmatics. It is 
the function of the excellent technology 
and production of our society to keep 
most of the primary drives relatively 
satisfied. Therefore they generally do not 
exert that tremendous potential power 
which can be seen in a less efficient soci- 
ety or under the unusual conditions of 
war, famine, or disaster. Whenever such 
a drive actually is present in any portion 
of the population (and pain and fatigue 
are examples) the advertiser has a sure- 
fire appeal. 

The same conditions of complex social 
life that tend to keep the primary drives 


at a relatively low level operate to pro- - 


duce secondary, or learned drives, such 
as pride, ambition, or the desire for 
money. They also serve to modify the 
primary drives, so that hunger becomes 
the desire for particular kinds of foods. 

Since these drives are learned, we 
will expect them to vary with the con- 
ditions of learning. This is indeed the 
case; they are only as constant as the 
social conditions that produce them. 
Anthropologists studying other cultures 
show us how surprisingly variable these 
drives can be. In some cultures husbands 
feel no jealousy when certain other men 
make love to their wives, and still more 
incredibly a number of women seem to 
be able to share the same husband amica- 
bly. In certain cultures the son feels it his 
filial duty to kill his parents as soon as 
they have outlived their economic use- 
fulness, and the parents seem to want to 
be killed. Once one gets away from the 
purely physical, human nature is not 
constant; it is amazingly subject to 
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change, and advertising has already ac- 
complished some interesting changes in 
It. 

The primary drives vary with the 
conditions of deprivation; the secondary 
or learned drives vary with the condi- 
tions of learning. Although the most 
striking differences are between com- 
pletely different cultures, there are many 
important differences in various seg- 
ments of our own American society. 
Quite rightly advertising has concen- 
trated first on the similarities, or the 
most universal appeals. But it may be 
worthwhile to try paying somewhat 
more attention to the differences. What 
are the most important differences in the 
segments of the American public and how 
are these related to their responsiveness 
to appeals? 

The significant point is that there are 
important differences, and that almost 
everyone greatly underestimates their 
importance. This is because most of the 
people one chooses to associate with in- 
timately are so much like himself. Al- 
most everyone thinks he understands the 
total picture fairly well; very few actu- 
ally do. Perhaps advertising men, having 
been forced to learn from experience, are 
less in need of this caution than most 
other people. Whenever you are dealing 
with people from the same general social 
background as your own, you can trust 
your intuition. Whenever you are deal- 
ing with people from a different social 
background, it will be wise for you to 
call in the excellent research men that 
you have in your profession to help you 
to find out how that particular audience 
reacts. 

Some of the most important variables 
to watch are: age, sex-typing, social 
class, and regional and ethnic groups. 

Many differences are correlated with 
age. Thus it sometimes is hard for the 
younger and older generations to under- 
stand each other. Of the many things 


that could be said, I shall remind you of 


only one. This is that the young person 3 


is more willing to try out new things | 


than the older one; his tastes are more 
flexible. Perhaps long-range advertising 
campaigns aimed at overcoming stub- 
born resistances should bear this in 
mind. Youth may not have the immedi- 
ate purchasing power, but it is much 


easier to mold, will eventually grow up, — 
and often exerts a strong influence on its 


elders. 

Another important variable is sex. 
typing. As is well known to advertisers, 
there is a marked difference between 


what appeals to women and what ap. | 


peals to men. What might not be noticed 
without a special study, however, is that 
the interests of the relatively small 
group of the well educated upper-middle 
and upper-class women are much more 
similar to those of men. The things that 
appeal to the much larger group of 


lower-middle and lower-class women are 


quite different. 

To give one example, sexual themes 
can be handled much more openly and 
adventurously in stories for men or up- 
per-class women. For the much larger 
number of women below that class, 
anything too openly erotic arouses strong 


conflict and is avoided. On the basis of — 
this difference, I shall venture one tenta- * 
tive suggestion. It is that a perfume ~ 


advertisement with an openly erotic sug- 
gestion like “Midnight Seduction” 


would not be the best approach to _ 


increasing sales in this section of the 
market. Something might possibly be 
done, however, by a campaign stressing 


the themes of house and home, good { 


mother, faithful wife, and loyal husband, 
with just a dash of strictly conventional 
moonlight and romance. 


Another important variable is social | 


class. Advertisers are used to breaking 
their audience down into different edu- 
cational and economic groups. These are 
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somewhat correlated with social class, 
but class is more important because it 
describes the kinds of people who as- 
sociate with each other in intimate 
cliques. These cliques select people by 
their social behavior, and mold that 
behavior. Thus membership in these 
cliques is more significant than mere 
money. 

There are many important differences 
between classes. For example, being a 
good fighter is highly valued in the lower 
class, while in the middle class it is im- 
portant to control one’s temper and not 
to fight. One of the most important 
reasons for lower-class children doing 
poorly in school is that the appeals the 
middle-class teacher uses successfully to 
motivate the children from her own 
class do not motivate the children from 
the lower class. They have a quite dif- 
ferent set of interests and values. There 
are differences in dress, religion, recrea- 
tion, reading habits, and a host of other 
things. These differences include dif- 
ferences in learned drives, or in other 
words, appeals. I believe that a creative 
advertising man could make excellent 
use of the scientific studies that sociolo- 
gists and social anthropologists have 
made of the variable of social class. 

My final point about drives is that 
they summate. For example the desire 
for money is the focus of many needs; 
its possession is the means to many re- 
wards. This is why it is so popular. In 
fact, money would be such an ideal 
product to advertise, it’s a pity thatit 
needs no campaign to make it popular. 
Advertisers have made good use of the 
principle of summation. Thus tooth- 
paste is no longer merely something that 
cleans teeth; it gives one an attractive 
smile, helps to make one beautiful, popu- 
lar, and successful. 

_ The next important factor in control- 
ling human behavior is that of cue, or as 
It is often called, stimulus. One of the 


reasons that your behavior is so pre- 
dictable when you meet a car on the 
open road is because the stimulus situa- 
tion is relatively clear-cut. The behavior 
becomes much less predictable when the 
cues are obscure. Advertisers are al- 
ready aware of the importance of cues 
and of attracting attention to them. It 
is obvious that an advertisement must 
be seen or a commercial heard in order 
to be effective. It is towards another as- 
pect of the problem that I would like to 
direct your attention. The responses 
aroused by the advertisement or com- 
mercial have to be transferred to the store 
or sales counter before the purchase is 
made. The twostimulus situations—read- 
ing or listening in the home and buying 
in the store—are quite different. How 
can the maximum transfer besecured from 
the advertisement to the sales counter? 
Everything that we know about learning 
indicates that more transfer occurs when 
two situations have more cues in com- 
mon. Thus the problem confronting the 
creative worker in advertising is: how 
can important cues from the buying 
situation be worked into the advertise- 
ment or the commercial? Trademarks, 
brand names, distinctive cartons, and 
phrases like “When you see your grocer 
ask for Ultra Plus” help. 

The third factor that I shall discuss 
is reward. This is closely related to drive 
in that a person must want something 
before it can serve as a reward. Further- 
more, the promise of reward can be used 
to increase motivation. Because of the 
close relationship, everything that I 
have said about drives varying with age, 
sex, and social class also applies to re- 
wards. I would like to direct your at- 
tention to some other aspects of the 
problem. 

The ultimate reward is the satisfaction 
that the purchaser gets from the use 
or consumption of the product. Since the 
situation in which the customer is re- 


G || | 
he 
t & 
4 
X- 
on 
& 
od 
at 
lle 
re 
at 
of 
re 
ies Fey 
nd 
iP 
d 
ss, 
ng = 
of 
ta- 
ne 
1g | 
n 
to 
the 
be 
ing 
nd, 
nal 
cial 
ing 
du- 
are 


584 


THE JOURNAL OF MARKETING 


warded by the product may be quite’ 
different from the one in which he buys 
it, there is a gap to be bridged analogous 
to the one between the advertisement 
and the purchase. Here again what is 
needed is a conspicuous cue. Again the 
cue should be one that is present at the 
sales counter, but this time it should 
also be present when the customer is 
rewarded by consuming or using the 
product. Since the immediate effects of 
rewards are much greater than the de- 
layed ones, this distinctive cue should 
be present at the very moment the 
customer is being rewarded by using the 
product, or as near as possible to that 
moment. 

This crucial transfer of the effects of 
reward from the breakfast table (or 
other situation in which the product is 
used) to the sales counter is helped by 
distinctive features such as pictures on 
boxes, brand names, trademarks, and 
devices such as writing the name right 
on the biscuit so that the customer sees 
that name immediately before experi- 
encing the delicious taste. How to 
achieve most effectively this transfer 
from the rewarding use to the sales 
counter is a challenge to the creative 
worker in advertising. 


Finally, a word about fear. Fear is a 
drive just like hunger or thirst. It jg 
important to note that it is the escape 
from fear that rewards and strengthens 
the responses producing that escape. The 
escape from fear is a reward, just like the 
food that gets rid of hunger. The same is 
true with disgust and other similar 
drives. If an advertisement attempts to 
use fear or disgust, the reader has two 
ways to escape. One is by buying the 
product that will presumably avoid the 
danger and reduce the fear. The other is 
by looking away from the advertisement 
and putting its fear-provoking message 
out of mind. If the customer does the 
second, the fear will only teach him to 
avoid your product. 


Fear is an extremely powerful drive. | 


It is also an extremely malleable one; 


people can learn new fears quickly. But | 


appeals using fear must feature the | 
means of escape. The social scientist 


would expect the use of fear as a drive, 

and escape from fear as a reward, to 

present special dangers and challenges 

to the creative workers in advertising. 
Neat E. MI er 

Institute of Human Relations 

Yale University 


A SAMPLE TO ESTIMATE TIRE INVENTORIES 


n defense of the use of unsound 
l sampling procedures it has often been 
said that commercial marketing agen- 
cies cannot afford to design samples that 
yield a measurable degree of reliability. 
It is argued that private business does 
not have funds available to government 
or universities, and that unless a survey 
is of a repetitive nature it does not pay 
to invest time and money to obtain a 
probability sample. 

There are many things to be said, a 
priori, against this point of view. How- 


ever, I should like to discuss a situation 
where it was possible to put into opera- 
tion an economical sample which yielded 
unbiased estimates as well as estimates 
of sampling error. 

Some months ago the Rubber Manv- 
facturers’ Association requested the 
Business Information Division of Dun 
& Bradstreet to conduct a survey to 
estimate the inventories of various 
types of tires and tubes in the hands of 
tire distributors. 

One phase of this survey involved the 
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estimate of the number of passenger car 
tires on the shelves of independent 
contract dealers. An independent con- 
tract dealer is one who handles only one 
particular brand and purchases his tires 
directly from the manufacturer. Other 
types of tire dealers include associate 
dealers, who purchase their tires from 
contract dealers; mail order houses; auto 
accessory chain stores; gasoline stations 
owned and operated by the oil com- 
panies; and tire-company owned stores. 

Thus, it was required to obtain an 
estimate of inventories from a popula- 
tion consisting of a segment of the total 
population of all tire dealers. The prob- 
lem was further complicated by the fact 
that no accurate information was avail- 
able on the total number of contract 
dealers or any of the characteristics of 
these dealers. In addition, it is almost 
impossible to distinguish between a con- 
tract dealer and an associate dealer 
without an interview. In view of these 
difficulties it was first necessary to con- 
struct the universe and second, to find 
some means of access to the universe 
for sampling purposes. 

To obtain characteristics of the popu- 
lation to be investigated each of the 
member manufacturers submitted to 
their Association statistical summaries 
showing the frequency distribution of 
its contract dealers by the 1947 volume 
of sales to these dealers. A consolidated 
frequency distribution was then in turn 
submitted to Dun & Bradstreet showing 
the number of independent contract 
dealers within each of six sales volume 
groupings, as well as a percentage dis- 
tribution of sales within these same 
groupings. 

Having defined the universe of con- 
tract dealers, it was then necessary to 
find a method for selecting the sample 
of dealers to be interviewed. No direct 
lists were available and two methods 


were used in order to obtain the final 
sample of dealers. In the first method a 
random selection was made from the 
Reference Book of Dun & Bradstreet. 
The Reference Book contains the names 
of all the contract dealers, but they are 
not identified as such. Therefore 3,000 
dealers who were likely to sell tires were 
selected. This list included tire dealers, 
auto accessory stores, and farm equip- 
ment stores. This list was duplicated and 
sent to each of the manufacturers, who 
was requested to check off the names 
of its contract dealers and to indicate 
the approximate volume of its factory 
sales to each dealer in 1947. This pro- 
cedure uncovered about 250 contract 
dealers. Since this procedure turned out 
to be costly and unproductive another 
source was used. Each of the manufac- 
turers selected random samples of its 
own contract dealers and submitted 
their names, addresses and approximate 
factory purchase volumes for 1947. 
From these two sources 1,500 dealers 
were available for selection. Since each 
of these two sources contained the 
names of the entire universe of dealers, 
the selection of the 1,500 dealers was 
unbiased. 

Five hundred and nine dealers were 
interviewed during the first week of 
October, 1947. The sample was allocated 
to the various volume groupings roughly 
in proportion to the percentage distri- 
bution of factory purchases yielding dis- 
proportionate sample sizes within each 
stratum. Within each stratum the sub- 
samples were selected by choosing every 
nth dealer after the dealers had been 
arranged on a geographic basis. 

The “‘ratio estimating” technique was 
used to obtain final estimates of the 
inventories of contract dealers. During 
the course of the interview current in- 
ventories of passenger tires of each of 
the sample dealers was obtained. In 
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addition, 1947 unit purchases of tires 
was obtained. An over-all estimate was 
then obtained of the ratio of unit in- 
ventories to 1947 unit purchases. This 


viously known industry-wide figure of 
total unit factory sales to contract deal- 
ers to yield the final estimate of passenger 
tire inventories in the hands of inde- 
pendent contract dealers. 


ENSUS figures on rent are frequently 
.; used as a basis of computing in- 
comes. A problem arises, however, from 
the fact that the percentage of income 
going for rent varies from one area to 
‘ another. It is higher in large cities than 
in small towns, and higher in cold than 
in warm climates. More information is 
needed as to the exact relationship be- 
tween rent and income in different areas. 

In surveys made by the staff and 
students of the University of Illinois, 
families in 51 towns have been questioned 


estimate was then multiplied by a pre- - 


Since the principle of random selec. 
tion was adhered to for the selection of 
the sample it was possible to compute 
the sampling error of the estimate. The 
final estimate was subject to a sampling 
error of six per cent. 

Lester R. FRANKEL 
Dun & Bradstreet, Inc. 
New York 


RELATION OF INCOME TO RENT AND VALUE OF HOMES 


regarding income and rent or value of 
owned homes. The figures are from sur- 
veys made in 1947 and 1948. It may be 
objected that these are not typical years. 
(What years are?) Some families were 
occupying houses or apartments with 
frozen rents and others newer ones with 
much higher rents. Some may occupy 
old houses on which they have not 
placed current values and others new 
houses built since 1945 at much higher 
costs. On the other hand, it is entirely 
possible that conditions in 1947 and 


oF Rent To Income 
“wy 1 Illinois Towns, 1947 and 1948 
Income Group 
A A B e D E All 
Be (Over ($4200- ($2500- ($7300- (Under 
$7200) $7799) $4199) $2499) $1300) 
Rent as a Percentage of Income 
5 towns.! Pop. 10,000-100,000 9.§ 10.1 11.4 22.0 38.6 11.3 
No. of families (16) (99) (200) (46) (12) (373) 
24 towns.? Pop. under 10,000 - 6.3 8.2 10.5 17.6 29.0 9.9 
No. of families (8) (48) (90) (29) (6) (181) 
22 southern Illinois towns* 5.9 7-7 8.9 13.7 25.8 9.2 
No. of families (3) (38) (89) (36) (15) (181) 


1 Includes 1 town in southern Wisconsin. 
2 Includes 4 towns in western Indiana. 
8 All except 1 town are under 10,000 population. 
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Tasie II.—Rewation or Vatue or Ownep Homes To Income 
$1 Illinois Towns, 1947 and 1948 
Income Groups 
All 
4 B Cc D E 
Number of Years’ Income to Equal Value of Homes 

5 towns. Pop. 10,000-100,000 1.5 1.8 2.2 3-4 5.6 2.0 
No. families (82) (291) (401) (100) (42) (916) 
24 towns. Pop. under 10,000 1.5 1.7 1.8 3-4 6.4 1.8 
No. families (41) (82) (131) (42) (19) (315) 
22 southern Illinois towns 1.1 1.2 1.3 1.9 3.6 1.4 
No. families (31) (118) (263) (111) (68) (591) 


< 


1948 will be typical of conditions existing 
when the next census is taken. Be this 
as it may, I believe the figures may be 
useful for market researchers in this 
area. 

Data were obtained from 735 renting 
and 1822 home-owning families. The 
samples are roughly random—that is, 
they consist of every 4th, sth, 8th, or 
10th house or apartment in the towns, 
or every 4th or sth house or apartment 
in areas selected to represent all parts 
of the towns. | 

The towns are divided into three 
groups according to location and size. 
The first two groups are made up of 
towns in northern and central Illinois 
and the third group in southern Illinois, 
an area of somewhat lower average in- 
comes. 

Among families with A incomes, rents 
varied from 4.2 to 15 per cent of income. 
Among B families rent varied from 1.6 
to 23 per cent of income. Among C 
families the variation was from 2.4 to 
37-5 per cent. Among D families rent 
varied from 4.2 to 39.2 per cent of in- 
come, while among E families the varia- 
tion was from 7.5 to 66 per cent. Some 
of the families in D and E groups are 
older people who have little income and 


live largely from past savings or capital. 
For these families the relation between 
income and rent or value of owned home 
has little or no significance. 


Relation of Value of Owned Homes to 
Income 


In the 51 towns, 1,822 families stated 
both their incomes and the values of 
their homes. In giving the values of 
their homes apparently many were 
thinking of pre-war values. Approxi- 
mately one-half of the A income families 
valued their homes between $10,000 and 
$20,000. Approximately four-fifths of the 
B and C families valued their homes be- 
tween $5,000 and $15,000. Approxi- 
mately 70 per cent of the D income fami- 
lies valued their homes from $3,000 to 
$10,000. More than 70 per cent of the 
E families valued their homes at figures 
from $1,000 and $7,000. 

The figures in Table II show the rela- 
tion of the value of homes to incomes. 
The figures indicate how many years’ 
current income would be required to buy 
the homes at the values placed on them 
by their owners. 


P. D. ConvERSE 
University of Illinois 
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OBJECTIVES FOR SALESMANSHIP COURSES 


T the outset there are probably a few 
points about salesmanship upon 
which there is general agreement. First, 
that there are no objectives for courses 
in salesmanship that would be readily 
acceptable to all who are interested in 
this work. There are probably about as 
many objectives as there are individuals 
who enunciate them. Second, that any 
statement of course objectives will in- 
evitably be changed as conditions indi- 
cate. 

In setting up objectives for courses in 
salesmanship it is difficult, of course, to 
suggest the purposes of a course without 
giving attention at the same time to the 
means by which the objectives are 
realized. To carry this a bit further, it is 
also clear that some method should be 
set up for appraising the results of the 
program in terms of the objectives. For a 
complete understanding of the function 
of courses in salesmanship it is quite 
necessary that all these factors be con- 
sidered. For the purposes of our discus- 
sion, however, we shall confine our 
thinking to the formulation of objectives 
for salesmanship courses. 

One of the pitfalls into which teachers 
of salesmanship courses may fall is as- 
suming that the objectives alone do 
something for the course. It is indeed an 
unfortunate error, because it should be 
quite apparent to anyone who has 
taught salesmanship courses, or who has 
been on the firing line in the field, that 
objectives do nothing in themselves. 

There are, of course, a number of ways 
in which one may approach the problem 
of developing objectives for salesman- 
ship courses. It seems rather difficult for 
one to approach this situation by a single 
avenue. In developing our own thinking 
the authors felt that three avenues of ap- 
proach might be taken to the problem. 


These are formulated from the stand. | 


point of: (1) the educational develop. 


ment of the individual, (2) the develop. | 


ment of his major field of interest, and | 
(3) the development of the total educa. | 


tional program in which the student is 
enrolled. Each one of these avenues im. 
plies that an individual whom we call 
the student is involved, and, as Mark 
Hopkins put it, there is a teacher on the 
other end of the log. It would certainly 
be a very serious mistake to set up teach- 
ing objectives in the course sense. Too 
many individuals probably feel that they 
are teaching courses and not teaching 
students. Any one who is in a learning 
situation is, of course, to all intents and 
purposes a student. To think of the prob- 
lem of course objectives in broad terms 
it will, therefore, be necessary to broaden 
our thinking beyond the walls of the 
classroom. The sales manager, sales 
supervisor, sales training director, and 
the classroom teacher function as in- 
structors in one sense or another. There- 
fore to whatever extent these objectives 
can be extended to encompass each of 
these situations it is desirable to do so. 
Dr. William H. Bristow, who is in 
charge of curriculum research for the 
New York City Board of Education, has 
suggested that in the preparation of any 
curriculum it is desirable to determine 
the objectives of the program in terms 
of (1) activity or job analysis, (2) adult 
needs, (3) pupil needs, (4) creative 
values, (5) current practices, (6) educa- 
tional shortages, (7) emotionalized at- 
titudes, (8) experience, (9) frontier 
thinkers, and (10) interest studies. 
Limitations of space do not permit a 


detailed discussion of each idea, but for ; 


purposes of simplification it has been 
suggested that course objectives may 
come from two principal sources: first, 
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primary sources, such as an analysis of 
the interests, activities, and jobs per- 
formed by students and adults, and 
secondly, from the secondary sources 
such as research studies, courses of 
study, results of investigations, a syn- 
thesis of the works of experts in various 
fields, job analysis, or studies made of 
judgments of competent persons. 

If we can agree that aims and objec- 
tives should be stated in terms of be- 
havior and conduct patterns, then those 
who teach salesmanship courses at the 
university level must proceed rather 
cautiously lest they become enamored 
with what they think is done rather than 
with what should be done. 

On this basis, then, let us start with 
the aims and objectives as they affect 
the individual. A course in salesmanship 
should be related to the learners’ pur- 
poses. Perhaps we assume, wisely or un- 
wisely, that most students take courses 
in salesmanship at the university level 
to “find out” something about the arts 
or techniques of salesmanship. In addi- 
tion to this students very often wish to 
find out something about the vocational 
opportunities in salesmanship and hope 
that they can pick up this information 
from classroom discussions or from con- 
tacts with the teacher. There may be 
only a mild interest in salesmanship on 
the part of a student who first enrolls in 
a class, and it probably would not be un- 
fair to say that the course may be taken 
to satisfy curiosity. Other students may 
take the course because they feel it may 
help them in doing a better job while en- 
gaged in part-time work as they continue 
their university education. It must be 
recognized, however, that the type of 
part-time job held by a student may be 
quite different from that which he would 
hold after he graduates from the uni- 
versity. 

A second major objective for a course 


in salesmanship is that it should give the 
learner that development which is most 
helpful in meeting and controlling life 
situations related to selling work. If one 
of the objectives of education as a proc- 
ess is that of effecting changes in the 
behavior of students, then we must 
think in terms of sales training that will 
bring about adaptations of behavior 
which will help students meet and con- 
trol actual sales situations. In doing this 
the specific problems will have to be 
touched upon as they relate to the pre- 
approach, the approach, the demonstra- 
tion techniques, the meeting of objec- 
tions, and the closing techniques. In the 
classroom salesmanship will, of neces- 
sity, very often be a simulated situation. 
Since this is the case the person in 
charge of the classroom instruction will 
do well to think in terms of problem re- 
solving and problem solving techniques. 
The reason for this is that each sales 
situation encountered by an individual 
presents a problem which must be dealt 
with in a systematic manner. 

A third major point which is related 
to the previous one is that courses at the 
university level in salesmanship should 
be focused primarily upon the needs of 
the student and not upon the customary 
content and boundaries of the subject 
matter. For example, if the courses in 
salesmanship were taught today as they 
were twenty years ago there would prob- 
ably be more emphasis upon high pres- 
sure salesmanship than there is at the 
present time. A seriously inclined in- 
structor will be constantly alert to the 
limitations that present course materials 
force upon courses in salesmanship. If, 
on the other hand, the needs of the 
student as a future salesman are kept in 
mind it is seen to be helpful to touch on 
his attitude toward the firm as a whole. 
The existing boundaries of many courses 
in salesmanship suggest that no mention 
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is made of the salesman’s relation to 
executives who are responsible for direct- 
ing his activities, or to those who may 
be on the same level or beneath him in 
the organizational setup. 

Let us now turn to some specific ob- 
jectives that might be set up for courses 
in salesmanship. In order to achieve the 
primary goals suggested in the three 
major objectives the university teacher 
may break down his objectives as fol- 
lows: (1) to give the student a knowl- 
edge of the fundamental principles of 
salesmanship, (2) to develop desirable 
work habits, attitudes, and personal 
characteristics, (3) to develop a good 
vocabulary and fluency in writing and 
speaking, (4) to give an understanding of 
the place of salesmanship in the business 
world, its possible promotional uses, its 
opportunities, and its limitations, (5) to 
give the student information and guid- 
ance (standards, values, principles) that 
will help him in being of service to 
buyers, (6) to teach the student how to 
evaluate sales appeals and the techniques 
to be used in employing them, (7) to 
develop high standards of ethics and fair 
dealings, (8) to bring out the relation- 


ship between economic factors as they 
relate specifically to salesmanship, and 
(g) to create greater interest in careers in 
selling upon the part of the higher caliber 
college graduates of schools of business, 
Since salesmanship is taught in the 
marketing department of most univer- 
sities, and is therefore incorporated in 
the marketing curriculum, let us develop 
a few of the aims and purposes as they 
relate to the marketing curriculum. 
First, it covers the application of selling 
methods and policies relating to the 
selling function for all functionaries in 
the distribution system. Second, it gives 
students an opportunity to develop 
further interest and proficiency in selling 
activities beyond that obtained in other 
marketing courses. Third, it provides a 
technical elective for such courses as 
retailing, research, merchandising, ad- 
vertising, and general marketing courses 
in distributive education. Fourth, it cor- 
relates the subjects of sales management, 
retailing, purchasing, and advertising. 


Frank H. Beacu AND Hucu G. WALEs 


University of Illinois 


NEW BRITISH LAW ON MONOPOLY 


ESTRICTIVE marketing practices re- 
R sulting from agreements between 
producers permeate the British economy 
to a degree far greater than in the 
United States. Economic developments 
prior to and during the inter-war period 
were conducive to the widespread adop- 
tion of these restrictive devices. Under 
British law restrictive agreements have 
been legal and enforceable. Those per- 
sons charged with the formulation of 
policy in Great Britain now recognize 
the consequences of the practices, and 
they are attempting to remedy the con- 
dition. 


One of the common.British devices, of 


interest to Americans because of our ~ 
own Fair Trade laws, has been pricing | 
agreements between producers and deal- 
ers. The building materials industry | 


provides a good example of the effective- 


ness of cooperation between a manu- | 


facturers’ association and an association 
of retailers.1 About 25 years ago mer- 


chants handling building materials in | 


London attempted to maintain the 
prices of the goods they sold by prepar- 


1 The Distribution of Building Materials and Compo- 
nents, Report of Committee, Minister of Works, H. M. 
Stationery Office, London, 1948. 
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ing a list of the agreed-upon prices and 
publishing it. The plan was highly suc- 
cessful from the merchants’ point of 
view, and the copyright was vested in 
the Builders and Plumbers Merchants 
Association, the membership of which 
spread to the South of England and the 
Midlands. In 1943 the Association be- 
came the Building Industry Distributors. 
The latter organization also took over 
the publication of the list of prices deal- 
ing with heavy building materials, a 
function formerly performed by the 
Builders Merchants Alliance. 

At first these price lists were intended 
to cover only small quantities of goods, 
i.e., small purchases. For small orders 
they were very closely observed, but a 
merchant faced with the opportunity of 
making a large sale by the simple ex- 
pedient of cutting prices was often in- 
clined to commit the “traitorous” act. 
In order to make the agreements apply 
successfully to large purchases some sort 
of sanction was needed, i.e., the price- 
cutter would have to be punished in 
some manner. The manufacturer of the 
building materials was the one in posi- 
tion to apply such a sanction, his weapon 
being to cut off supplies. Thus agree- 
ments were first worked out through in- 
dividual merchants and individual manu- 
facturers’ associations collectively. Later, 
the merchants’ associations began to 
negotiate with the manufacturers’ asso- 
cations for their merchant members. In 
return for the privilege of rebates, the 
merchants agreed to handle only the 
products of those manufacturers who 
were members of the agreement. 

There are four possible sanctions the 
manufacturer of building materials may 
apply against a recalcitrant merchant, 
(1) withholding of loyalty rebates, i.e. 
Association discounts and deferred re- 
bates, (2) withholding supplies, (3) 
striking merchants off the appropriate 
merchants list, the effect being to ter- 


minate the agreement and to make it 
impossible for the merchant to obtain 
supplies, and (4) the imposition of fines. 
The first is effective, since the merchant 
would be forced to pay about 12 per cent 
more for his goods. The second is obvi- 
ously much more drastic, especially if the 
merchant happened to get caught with 
several unfilled contracts outstanding. 
The Committee investigating the build- 
ing materials situation wrote, ‘“We have 
no specific evidence that this practice is 
carried out, but we have little doubt that 
a merchant who breaks an agreement, 
or is not a party to an agreement, will 
find it more difficult, if not impossible, to 
obtain supplies from an association 
manufacturer if supplies are at all 
scarce.”? In regard to the third, ““The as- 
sociations from whom we have heard 
evidence have stated explicitly that if 
necessity arose they would not hesitate 


to resort to this extreme.’’’ Finally, ““We | 


have, however, noted several instances 
in which Standing Joint Committees 
have levied fines which were at least 
severe enough to make the infringement 
unprofitable.’ 

Restrictive practices exist in the dis- 
tribution of radio tubes, or, in English 
terminology, values. ‘““The B.V.A. (Brit- 
ish Radio Valve Manufacturers Associa- 
tion) publishes at yearly intervals the list 
prices at which their members’ valves 
are to be sold to the public and protec- 
tion of these prices is secured by means 
of a series of individual agreements 
entered into between wholesale distribu- 
tors and the B.V.A. and by the usual 
machinery of a stop list.”> There is one 
manufacturer, selling replacement tubes, 
who is not a member, but his prices cor- 
respond closely to those set by B.V.A. 

Ibid., p. 21. 

Ibid., p. 22. 

Ibid. 

5 Prices of Radio Valves, Report of the Central Price 
Regulation Committee, Board of Trade, H. M. Station- 
ery Office, London, 1946, p. 4. 
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This lack of competition exists only in 
the distribution of replacement tubes, 
and competition is keen in sales of tubes 
to the manufacturers of radio sets. 

An interesting example of price dis- 
crimination by agreement is provided by 
the radio tube market. The two req- 
uisites for price discrimination exist, 
(1) different elasticities of demand in the 
two markets, and (2) the possibility of 
dividing the market into isolated sub- 
markets. The replacement demand for 
radio tubes is much more inelastic than 
the demand for tubes to be used in the 
manufacture of radios. An individual 
buying a replacement tube for a radio 
he already owns is willing to pay a 
higher price than for the same tube when 
it is a part of a new radio of which he is 
contemplating the purchase. Producers 
in the tube industry thus maximize prof- 
its by agreeing on minimum prices to 
the replacement market and selling at 
the competitive price to the radio 
manufacturers. 


Provisions of the New Law 


Restrictive practices such as these— 
and many other forms of monopoly— 
have finally been attacked by legislation 
in Great Britain. For some years criti- 
cism had been mounting. The Economist 
has been especially candid in its con- 
demnation of cartel practices, having 
waged a campaign against restrictive 
measures since late in 1943. The follow- 
ing comment, written in January 1944, 
is typical, ““The real trouble is that too 
few British business men are trying to 
compete. In these days to say that a firm 
has so increased its efficiency that it can 
sell at low prices is not to give praise for 
initiative and enterprise, but to criticize 
it for breaking the rules of “‘free trading” 
and indulging in the ultimate sin of “‘cut- 
throat competition.’”* 


6“Balance of Payments,” The Economist, Vol. 
CXLVI, No. 5237, London (January 8, 1944), p. 33. 


Obviously, there has not been un- 
animity of criticism. The Working Party 
recommendations indicate the diversity 
of opinion even as late as 1948. The 
Working Parties were committees ap- 
pointed by the Board of Trade to con- 
duct a thorough analysis of some seven- 
teen industries. The personnel of the 
committees were recruited from manage- 
ment, labor, and the public. In most 
cases some economist was included. 
Joan Robinson, John Jewkes, Sir Arnold 
Plant, G. D. N. Worswick, Ruth Cohen, 
and others were members. For the 
pottery, jewelry, cotton, heavy clothing, 
and furniture industries the reports were 
definitely opposed to the use of cartel 
practices. In glassware and cutlery, it 
was felt the practices should be per- 
mitted to continue. 

The three major political parties took 
definite positions that some measure of 
control of combinations and cartels was 
necessary, but they differed as to the 
direction the measure should take. 
Finally, after six months of Committee 
discussion and Parliamentary debate, 
the Monopolies and Restrictive Prac- 
tices (Inquiry and Control) Act, 1948, 
was given royal assent.’ The Act pro- 
vides for an investigatory commission of 
from four to ten members, who are to be 
appointed by the Board of Trade, each 
member serving not less than three years 


nor more than seven. Naturally, the | 
effectiveness of the commission will de- © 


pend largely upon the quality of persons 
appointed to it. The recent appoint- 
ments, as a whole, reflect favorably upon 
the future work of the commission. The 
views of Joan Robinson, an eminent pro- 
fessional economist, and Sir Josiah 
Wedgwood, an industrialist, should pro- 


7 Monopolies and Restrictive Practices (Inquiry and 
Control) Act, 1948, ch. 66, 11 & 12 Geo. 6. For another 
discussion of the Act see Ruth Cohen, “The New British 
Law on Monopoly,” American Economic Review, Vol. 
XXXIKX, No. 2, (March, 1949), pp. 485-490. 
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vide a healthy balance. R. E. Yeabsley 
has had wide experience with govern- 
mental committees engaged in economic 
analysis. He has served as accountant 
adviser to the Board of Trade, and he 
also was a member of the Hosiery Work- 
ing Party, the Committee on the Distri- 
bution of Building Materials, and the 
Resale Price Maintenance Committee. 

The procedure established by the Act 
is defective in that the Commission is 
subordinate to the Board of Trade. It 
can investigate only those cases referred 
to it by the Board of Trade. The purpose 
of such an arrangement is to avoid the 
Commission being deluged by “frivo- 
lous” suggestions and requests, but it 
does limit the freedom of the Commis- 
sion to investigate cases which in its 
opinion would be most fruitful. 

A case can be investigated only if a 
minimum of one-third of the supply of a 
product is affected. If a process is in- 
volved, e.g. a chemical process, a mini- 
mum of one-third of the goods to which 
the process is applied must be affected 
before an investigation can be under- 
taken. In referring a case to the Com- 
mission for investigation, the Board of 
Trade will specify the type of investiga- 
tion it wishes the Commission to con- 
duct. According to the Act there are 
three possible courses of action the Com- 
mission may take: 


1. Confine the investigation to a par- 
ticular case and report only the 
facts. 

2. Investigate a particular case, both 
as to the facts and as to the effect 
upon the public interest, and re- 
port accordingly. 

3- Report “‘on the general effect on 
the public interest of practices of a 
specified class,” e.g. resale price- 
maintenance. 


The problem of stating explicitly the 
public interest is very well illustrated in 


the discussion and debate of this portion 
of the Monopolies Act. Finally, the fol- 
lowing four criteria were included: 


(a) the production, treatment and 
distribution by the most efficient 
and economical means of goods of 
such types and qualities, in such 
volume and at such prices as will 
best meet the requirements of 
home and overseas markets; 

(b) the organization of industry and 
trade in such a way that their 
efficiency is progressively in- 
creased and new enterprise is en- 
couraged; 

(c) the fullest use and best distribu- 
tion of men, materials and in- 
dustrial capacity in the United 
Kingdom; and 

(d) the development of technical im- 
provements and the expansion of 


existing markets and the opening 


up of new markets. 


These are not to be the only criteria, but 
rather they are ‘amongst other things,” 
the latter not being defined in the Act. 

Significant areas of economic activity 
are omitted from the purview of the Act. 
These exemptions are nationalized in- 
dustries, agreements permitted by stat- 
ute, e.g. price-control schemes under 
the provisions of the Agricultural Mar- 
keting Acts, and finally, restrictive 
practices on the part of labor. 

If the Commission has been directed 
by the Board of Trades to report on the 
effect on the public, the report must be 
presented to Parliament. But if the in- 
vestigation and report have been “‘con- 
fined to the facts,” it is not necessary to 
place the report before the legislative 
body. Also, the Board of Trade must re- 
port annually to Parliament on all sug- 
gestions and requests made to the Board 
for reference of any particular matter to 
the Commission. 

New powers are granted government 
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departments under the provisions of the 
Act. It has been the administrative prac- 
tice for the Board of Trade, Minister of 
Supply, Minister of Works, Minister of 
Fuel and Power, Minister of Health, 
Minister of Agriculture and Fisheries, the 
Admiralty, and the Secretary of State to 
deal with problems of certain industries. 
Under the Act, each of these agencies is 
designated the “competent authority” 
for its respective industries. As such they 
are charged with the administration of 
any course of action developed under the 
provisions of the Act. For example, if the 
Commission reports that an industry is 
engaging in price agreements and that 
such agreements are inimical to the pub- 
lic interest, the “competent authority” 
may issue an order declaring the agree- 
ments unlawful. Whether, and to what 
extent, the recommendation of the Com- 
mission is complied with is entirely at 
the discretion of the “competent author- 
ity.” Furthermore, this agency may 
specify the order as applying only to 
persons named in the investigation, or it 
may rule that anyone following the pro- 
scribed practices must desist. This in- 
dicates the wide range of discretion per- 
mitted the “‘competent authority.” All 
orders issued by a “competent author- 
ity” must be laid before Parliament and 
approved by resolution. 


Appraisal of the New Law 


(1) From reading committee reports 
and listening to Parliamentary debates, 
one gains the impression there is a def- 
inite intention on the part of members 
of Parliament to eliminate some in- 
stances of restrictive practices. (2) Also, 
it is their intention to use a particular- 
istic approach. For example, it is very 
doubtful if price-fixing as a general 
practice would be condemned, but it may 
be prohibited in a particular instance. 
When a case of price-fixing is investi- 
gated, the parties involved may be 
directed to discontinue this restraint, 
but the ruling will probably not apply to 
price-fixing in another industry, or pos- 
sibly not even to a different group of 
sellers in the same industry. (3) It is in- 
tended that publicity will be the most 
effective weapon in eliminating restric- 
tive agreements. Publication of the find- 
ings of the Commission is to cause 
British business men to discontinue 
being a party to agreements that are not 
in the public interest. (4) The extent to 
which these practices are eliminated will 
depend upon the strength of Socialist 
thinking in Great Britain and upon the 
future domestic economic conditions. 


University of Illinois 


THE UNIFORM DELIVERED PRICING METHOD IN THE 
GROCERY MANUFACTURING INDUSTRY 


Eprror’s Note: This note presents the viewpoint of an 
industry affected by recent court decisions on basing-point 
pricing. Readers are invited to submit communications 
stating their views on this important issue. 


HE Supreme Court’s cement case 

decision threatens the legal validity 
of the individual uniform delivered 
pricing method which is used widely by 
grocery manufacturers in the sale of 
their packaged, trade marked products 
to grocery wholesalers and retail grocers. 


This note, based on information sup- 
plied by the Grocery Manufacturers of 
America Economic Advisory Committee, 
seeks to explain the economic and mar- 
keting factors which have led manufac- 
turers to adopt the “uniform delivered” 
system of pricing (including its advan- 
tages to both business and consumers), 
and to assess the economic effects of a 
forced substitution of f.o.b. factory pric- 
ing. 


J. A. Howarp | 
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In summary, the conclusions of the 
study are that: 

(a) The uniform delivered pricing 
method is an outgrowth of practical 
competition, which carries economic 
and marketing benefits to consumers as 
well as to manufacturers and distribu- 
tors; 

(b) Considerable economic burdens 
will be imposed upon grocery manufac- 
turers and distributors by a mandatory 
shift to f.o.b. plant pricing, and, even 
more significantly, 

(c) Consumers will be adversely af- 
fected by a shift to f.o.b. plant pricing— 
by virtue of reduced competition, in- 
creased costs of production and distri- 
bution, higher average prices, and limita- 
tions on choice and availability of mer- 
chandise; 

(d) Therefore, the legal validity of the 
uniform delivered pricing method should 
be preserved, by Congressional action, if 
necessary. 


Wuart Is Meant By UNIFORM 
DELIVERED PRICE? 


The distinguishing feature of a “uni- 
form delivered price” is that all of the 
individual manufacturer’s customers (of 
a given class), pay the same delivered 
price, regardless of their respective 
geographic locations. The use of the 
word “uniform” indicates merely the 
uniformity of prices paid by customers 
of one manufacturer. It has no reference 
to the relationship between prices of 
competing manufacturers. 


Way Are Unirorm DELIVERED 
Prices Usep sy Grocery Manu- 
FACTURERS? 


While the grocery manufacturing in- 
dustry, with its several thousand prod- 
ucts, provides examples of several geo- 
graphic pricing patterns, the “individual 
uniform delivered pricing method” is the 
typical and characteristic mode of pric- 
ing. The use of this method of pricing for 


broadly advertised and distributed gro- 
cery products is a logical result of the 
industry’s fundamental conditions of 
production and distribution. The im- 
portance of freight, the force of compe- 
tition, the need for a wide market to 
achieve production and distribution econ- 
omies, the need for simple sales terms 
in dealings with thousands of customers, 
and the desire to enlist distributor aid in 
marketing have all contributed to its use. 

The smallness of freight cost in rela- 
tion to selling price is a fundamental 
economic fact which has permitted and 
encouraged grocery manufacturers to 
quote prices on a uniform delivered 
basis. 

Freight costs average about 3 per cent 
of delivered price for the grocery prod- 
ucts included in the GMA study. The 
percentage varies, of course, from prod- 
uct to product, with a range of about 1 
per cent to 6 per cent for the items. 
covered. The following tabulation shows 
this information in detail, for some of the 
items commonly sold on a uniform de- 
livered price basis. 


Average Freight Cost as 
Product Percent of Delivered 
Price 
Canned meat 
Pie crust mix 
Cake flour 
Coffee regular 
Coffee instant 
Dry vegetable soup mix 
Tea (balls & package) 
Soap (package & bar) 
Gelatin desserts 
Oat cereal (cold) 
Biscuit mix 
Vegetable shortening 
Corn cereal (cold) 
Wheat cereal (cold)’ 
Citrus peel (canned) 
Facial tissue 
Dry pea soup mix 
Waxed paper 
Cake mix (prepared) 
Dates packaged 
Coconut (canned, shredded) 
Corn flakes 
Fruit nut roll (packaged) 
Baby food (strained) 
Toilet tissue & paper towels 
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The small average freight percentage 
is no indication that the proper treat- 
ment of freight costs in relation to price 
is unimportant to grocery manufactur- 
ing. On the contrary, the freight per- 
centage is quite important when con- 
sidered in its relation to the net profit 
margin of the industry—which is itself 
only about 3 per cent on sales. It is also 
important to note that freight costs to a 
manufacturer’s more distant markets 
may be well in excess of the low average 
percentage, ranging in some cases as 
high as 15 per cent. 


Economic Errects or A MANDATORY 
Suirt To F.O.B. PLant Pricinc 


A mandatory shift to f.o.b. plant pric- 
ing would impose considerable economic 
burdens on manufacturers and distribu- 
tors with no demonstrable gains for 
consumers. In fact, the GMA analysis 
indicates that consumers would be ad- 
versely affected by virtue of reduced 
competition, increased costs of produc- 
tion and distribution, higher average 
prices and limitations on choice and 
availability of merchandise. This ad- 
verse impact, while general, would be 
felt particularly by consumers distant 


from plants—to a large extent rural cus- 
tomers. 


A. F.0.B. Pricing Would Increase the 
Complexity and Cost of Production and 
Distribution 


The complexity and cost of doing 
business would be increased in a number 
of ways. 

(1) Complexity of Sales Administra- 
tion: 

Simplicity of sales terms and adminis- 
tration, one of the great marketing ad- 
vantages of uniform delivered pricing, 
would be replaced by a complex situation 
in which either buyers, sellers, or both 
would need to make freight calculations 


for each individual transaction. The effi- 
ciency of salesmen would be reduced; 
unit cost of sales would be increased. 

Under f.o.b. pricing the manufacturer 

might continue to prepay the freight, 
billing separately for freight and the 
f.o.b. price of the merchandise. Alter- 
nately the wholesaler or retailer would 
be called upon to pay hundreds of small 
freight bills. In either cases clerical over- 
head costs would increase. 

(a) “Another extremely important ar- 
gument for uniform delivered 
prices in our industry is that it 
helps keep down administration 
costs. The added expense, result- 
ing from the additional amount of 
traffic and clerical costs necessi- 
tated by f.o.b. pricing, would re- 
sult in an increased price to the 
consumer.” 

(b) ‘From a broad economic basis, 
any savings in freight costs might 
well be absorbed by: increased 
costs in billing and accounting ac- 
tivities; increased cost due to ne- 
cessity of providing trained per- 
sonnel to determine freight rates. 
...If freight collect terms are 
used, collection problems of car- 
riers will be serious. Also, the 
problem of paying numerous small 
freight bills will be costly to buy- 
ers.” 

(c) “Our sales and administrative 
costs would rise due to the mul- 
tiplicity of detail that would re- 
sult in handling our business with 
the trade, both wholesale and re- 
tail. 

“Consider also the clerical work 
that would be loaded on some 
400,000 retailers—2000 brands 
and sizes of grocery items on 
which they would have to figure 
varying freights from many sup- 
ply points.” 
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There are other administrative com- 
plications. F.o.b. pricing would force the 
discontinuance of “line pricing” except 
in those instances in which all varieties in 
the line happen to have been shipped 
from the same point. 

A number of manufacturers now sell 
direct to the retail trade, with deliveries 
from their own trucks. Under f.o.b. 
pricing the manufacturer would pre- 
sumably be forced to calculate and bill 
delivery charges to thousands of sepa- 
rate customers. 

Under f.0.b. pricing, the delivered cost 
of a manufacturer’s products in a given 
market area would vary capriciously, 
depending upon the particular plant 
from which each individual shipment 
was made. This would be undesirable 
from the manufacturer’s standpoint, 
would complicate the wholesaler’s pricing 
problem, and would give market advan- 
tages to those temporarily fortunate 
enough to have been supplied from the 
nearer plant. 

(2) Reduction in Economy of Central- 
ized Operation: 

While freight costs on the average rep- 
resent only a small fraction of delivered 
price for grocery products, freights to 
the most distant point of shipment are 
more substantial. The GMA inquiry 
indicates that f.o.b. pricing would limit 
the ability of manufacturers to reach 
their more distant markets. This means 
that factory and sales establishments set 
up to serve the larger market area would 
become less efficient because of lower 
sales volume. Unit costs of production, 
advertising and selling would rise. 

It is anticipated that such a situation 
would eventually lead to the construc- 
tion of a number of smaller plants to 
serve the more important distant mar- 
kets. Unit costs in these plants are ex- 
pected to be higher because of the 
smaller scale of operation and the level 


of present construction costs. Such a 
shift would involve heavy capital out- 
lays and might mean scrapping of exist- 
ing plants. 

(a) “If (our industry) should be 
legally required to price. these 
products on the strict f.o.b. plant 
basis, it is anticipated that diffi- 
culty would be encountered in 
maintaining distribution in certain 
areas nearer to the plants of com- 
petitors than to our own plants. 
Eventually, additional plants 
would doubtless be required and 
in the meantime, some reduction 
in volume at present plants would 
be expected with a resultant in- 
crease in unit costs of manufac- 
turing and selling.” 

(b) “If we were legally required to 
price f.o.b. plant the following 
might be anticipated: our prod- 
ucts could not be sold competi- 
tively at all distant markets be- 
cause of lower freight rates from 
competitors’ plants; in order to 
have the same distribution as now, 
the number of plants would have 
to be increased; this would, of 
course, entail curtailing of opera- 
tions in some plants; if the num- 
ber of plants must be increased, 
costs would probably go up and 
efficiency suffer.” 

(c) “Could not get advantage of mass 
packing in those areas most suit- 
able to growing raw products; 
would have more difficulty regu- 
larizing employment and obtain- 
ing full utilization of facilities if 
plants were producing according 
to the requirements of a local com- 
munity.” 

(d) “Plants have been consolidated 
in certain parts of the country 
near sources of raw material sup- 
plies or near large markets. If we 
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were to price f.o.b. plant it would gested by the following comments of 
be impossible for our products to Economic Advisory Committee mem- 
be sold competitively in many bers. 


markets. .. . Advantages of large 
operation would be lost, adding 
materially to the unit cost of mer- 
chandisé produced.” 

(e) “We find it most economical to 
use national advertising media. 
Any restriction or curtailment of 
sales in any large section, which is 
likely to occur under mandatory 
f.o.b., would make use of such 
media uneconomical. The cost of 
distribution would increase be- 
cause we could not use this impor- 
tant marketing tool most effi- 
ciently.” 


B. Uniform Delivered Pricing Pro- 
motes Distributor Good Will 


Grocery manufacturers seek the aid of 
wholesalers and retailers in marketing 
their products. Hence, they require a 
method of pricing which will benefit dis- 
tributors and promote their good will. 
The uniform delivered pricing method is 
particularly well suited for this purpose. 
Not only is it viewed in the trade as an 
effective method of avoiding discrimina- 
tion but it greatly simplifies the pur- 
chasing and pricing job for both whole- 
salers and retailers. 

A member of the GMA Economic 
Advisory Committee makes this com- 
ment: “It goes without saying that de- 
livered pricing... treats every whole- 
saler equally. The element of discrimina- 
tion is thus practically eliminated.” 

Retail food chains, with a number of 
stores, usually establish and advertise 
uniform retail prices for each item and 
brand throughout a broad area. Uniform 
delivered prices by the manufacturer 
greatly simplifies the job of calculating 
these prices. 

Other benefits to distributors are sug- 


(1) “They benefit through having a 
choice of low cost, high-quality 
nationally advertised products 
available for purchase at com- 
petitive prices. With such, they 
may purchase their market re- 
quirements with little concern as 
to source of supply.” 

(2) “The wholesaler’s function is sim- 
plified. Delivered pricing allows 
close calculation and efficiency 
because comparisons with compe- 
tition can be made more easily.” 

(3) “He is saved the necessity of re- 
calculating all his invoices to de- 
termine his proper (price) on each 
individual item.” 

(4)“Equalizes competition between 
wholesalers in adjoining territories 
within natural distribution areas 
of each. Equalizes competition 
with chain warehouses more favor- 
ably situated and able to absorb 
and spread cost of delivery to in- 
dividual stores.” 


C. Consumers Would Be Adversely 
Affected by a Shift to F.O.B. Pricing 


Consumers in general would experi- 
ence adverse effects from a shift to f.o.b. 
pricing. These effects are: (1) reduced 
competition, (2) higher prices, (3) re- 
stricted choice of preferred brands and 
top-quality merchandise. These effects 
would be general but can be most clearly 
visualized for consumers located at a 
distance from existing plants, where the 
impact would be sharpest. 

The first effect of f.o.b. pricing would 
be to increase the delivered cost at which 
distant consumers could purchase the 
manufacturer’s product. This would be 
true even if the f.o.b. price were lower 
than the present delivered price by the 
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full amount of the average freight now 
included. Not only would this have the 
direct effect of raising the price of the 
manufacturer’s own product, but would 
reduce the competitive threat to other 
manufacturers selling in the market and 
provide an “umbrella” over local high 
cost operations. 

In the more extreme cases the effect 
would be to eliminate the manufacturer’s 
brand entirely from distant markets. Not 
only would consumers in these areas be 
denied their preferred brands but would 
perhaps be forced to substitute unknown 
merchandise of lower, or less uniform, 
quality. The Federal Pure Food laws, 
for example, apply only to goods in inter- 
state commerce. Careful quality con- 
trol, common for manufacturers of 
national reputation, might be absent in 
many small local plants. 

The disadvantages to consumers in 
terms of reduced competition and re- 
stricted choice of top-quality merchan- 
dise would apply in practically every 
community, but particularly the smaller 
towns and rural areas where the market 
is too small to justify the establishment 
of branch plants by the manufacturer. 

While f.o.b. pricing involves these 
fairly obvious consumer disadvantages, 
it is sometimes argued that these will 
be offset by price benefits to consumers 
near the plant. This argument assumes 
that in shifting to f.o.b. pricing the man- 
ufacturer will establish an f.o.b. price 
which is lower than his present delivered 
price by the full amount of average 
freight which that “‘includes.” 

It is the conclusion of the GMA study 
that such a reduction cannot, in fact, 
occur under f.o.b. pricing. This is be- 
cause the higher unit costs associated 
with f.0.b. pricing are expected to absorb 
fully the small percentage of pre-paid 
freight now recovered in the delivered 
price. It is quite possible that these 


cost increases would even exceed such 
freight. In either case, the effect of f.0.b. 
pricing, in our opinion, will be higher 
prices not only for distant consumers 
but for consumers generally. 

Here are some of the prospective con- 
sumer effects of f.o.b. pricing, in the 
words of committee members. 

(1) “Consumers in plant cities (theo- 
retically) might enjoy a small 
saving (a maximum of 2 to 23 per 
cent). However, it would be so 
small that most of our products 
could not be reduced even 1¢in the 
single unit resale price. Practically, 
were f.o.b. plant pricing adopted 
the vast majority of consumers 
would either find little change in 
the prices they pay or would be 
forced to pay markedly higher 
prices. This latter condition would 
be particularly true in the rural 
areas. Considering the additional 
clerical costs and administrative 
expense that would be entailed, 
it is very questionable if amy con- 
sumers would buy our products 
cheaper than today.” 

(2) “In many parts of the country the 
price of our products would 
be substantially higher. . . . Since 
decentralization is so impractica- 
ble and costly, it is not a feasible 
solution. Local monopolies could 
develop to the detriment of con- 
sumers.” 

(3) “Increase prices, tend to reduce 
competition.” 

»(4) “F.o.b. pricing may tend to 
foster a local monopoly in each 
plant area and thereby reduce 
competition and deprive the 
American people of the policing 
effect represented by uniform 
delivered prices.” 

(5) “The number of brands available 
to consumers in a particular area 
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would decline.” 

(6) “The number of producers will be 
multiplied, but any one specific 
buyer will have fewer potential 
vendors. For many products it 
may develop that one manufac- 
turer will dominate his local 
market.” 

(7) “Consumers would probably be 


subject to a lot of trial and error 

buying because quality control, 

usually present with manufac. 

turers with a national reputation, 

might be lacking in local manu- 

facturing. 

Rosert H. BincHam 

Grocery Manufacturers of America, Inc. 
205 E. 42nd Street, New York 


FILM REVIEWS AND NOTES 


Selling Your Personality. 16 mm., 
sound, black and white or color motion 
picture. Obtainable on a rental or pur- 
chase basis from International Film 
Bureau, Inc., 6 North Michigan Ave., 
Chicago 2, Illinois. Rental for color film 
$9.00 for first day, $3.00 for each addi- 
tional day; for black and white film, 
$4.50 for first day, $1.50 for each addi- 
tional day. Purchase price for color film 
$100.00, for black and white, $50.00. 
Running time: II minutes. 

This film makes the point that both 
stores and sales people have personali- 
ties. The attitude of every employee 
contributes to the store’s personality 
and makes customers want to return to 
shop again at that store or avoid it in the 
future. The bad effect caused by cold and 
unfriendly welcomes, ungroomed sales- 
girls, and girls who have no interest in 
the merchandise is shown. The place of 
semantics in selling is also demonstrated. 

Who Threw That Monkey Wrench. 16 
mm., sound, black and white or color 
motion picture. Obtainable on a rental 
or purchase basis from International 


Film Bureau, Inc., 6 North Michigan ~ 


Ave., Chicago 2, Illinois. Rentals same 
as Selling Your Personality. Purchase 
price for color film $85.00; black and 
white, $42.50. Running time: 8 minutes. 


This film illustrates the heavy loss 
caused by incorrect names and addresses 
on sales checks and emphasises the need 
for complete, correct details when sales 
are closed. The differences between a rut 
and a routine are clearly drawn and the 
reasons why sales people should build a 
habit pattern around essential “‘standard 
sales” are demonstrated. 

Telephone Technique. 16 mm., sound, 
black and white or color motion picture. 
Obtainable on a rental or purchase basis 
from International Film Bureau Inc., 6 
North Michigan Ave., Chicago 2, Illinois 
Rentals same as for Selling Your Per- 
sonality. Purchase price for color film 
$90.00; black and white, $45.00. Running 
time: 9 minutes. 

This film deals with selling over the 
telephone. Topics covered include: how 
to avoid losing customers, how to reduce 
returns, how to handle situation when 
phone rings and sales girl is serving a 
store customer, and how to handle a call 
that has been directed to the wrong 
department. 

Sense Into Dollars. 16 mm., sound, 
black and white or color motion picture. 
Obtainable on a rental or purchase basis 
from International Film Bureau Inc., 6 
North Michigan Ave., Chicago 2, Illi- 
nois. Rental same as for Selling Your 
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Personality. Purchase price for color film 
$125.00; black and white, $62.50. Run- 
ning time: 13 minutes. 

This film shows how “suggestive” and 
“descriptive” selling can result in bene- 
fits to the customer, the sales girl, and 
the store. Different approaches are 
shown and emphasis is placed on the 
need for descriptive language in selling. 
Ways of overcoming objections to price 
are also shown. 

The Right Approach. 16 mm., sound, 
black and white or color motion picture. 
Obtainable on a rental or purchase basis 
from International Film Bureau Inc., 6 
North Michigan Ave., Chicago 2, Il- 
linois. Rental same as for Selling Your 
Personality. Purchase price for color film 
$75.00; black and white, $37.50. Run- 
ning time: 6 minutes. 

This film shows how the “right ap- 
proach” will help the sales person to in- 
crease his sales and help the store to 
develop and maintain better public re- 
lations. The advertising and window dis- 
plays invite customers into the store. A 


friendly approach invites customers from 
counter to counter and turns “‘just look- 
ers” into real customers. 

Success Story. 16 mm., sound, black 
and white or color motion picture. Ob- 
tainable on a rental or purchase basis 
from International Film Bureau Inc., 6 
North Michigan Ave., Chicago 2, Illi- 
nois. Rental same as for Selling Your 
Personality. Purchase price for color film 
$85.00; black and white, $42.50. Run- 
ning time: 8 minutes. 

Two points are emphasized in this 
film: (1) how to adopt the customer’s 
point of view as an aid to selling and (2) 
how a sales girl can progress from sales 
work to the position of buyer. 

Sales Training Director’s Manual. The 
International Film Bureau Inc., sells for 
$2.00 a sales training director’s manual 
which gives complete instructions for 


presenting each of the six films reviewed 
above. 


Wa tter A. Gaw 
College of the City of New York. 
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Communications 


\VCOMMENT ON FROZEN 
ORANGE JUICE 


In April 1949 the JoURNAL OF MARKET- 
ING carried an article by Minnie B. 
Tracey titled “The Present Status of 
Frozen Food Marketing.” The article 
was most interesting and informative, 
but there was one paragraph which 
seemed to give a very erroneous im- 
pression. This is the paragraph on Page 
471 which says: 

“While freezing is credited as the 
superior method of preserving the flavor 
and nutritive value of fruit juices, frozen 
juices present a marketing problem 
which has quite definitely limited their 
development. There is the double dif- 
ficulty of keeping the product frozen 
until it reaches the consumer, and then 
defrosting it. Delivered thawed, it would 
be inferior to the fresh juice; delivered 
frozen, defrost is required, which is as 
time-consuming as the reaming of the 
fresh fruit.” 

It may be that research for this article 
was done before the development of the 
frozen concentrate type of juice, such as 
Minute Maid Frozen Orange Juice and 
other products for which no defrosting 
is required. To serve this kind of juice 
takes only the time necessary to open 
the can and add water. 

The same error is made, in the book 
“The Freezing Preservation of Foods” 
by Tressler and Evers. On Page 435, in 
the first paragraph under “Thawing 
Frozen Juices,” the statement is made 
that it takes 15 to 30 minutes to thaw a 
small carton or can of frozen juice. 
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The purpose of this communication is 
to correct the false impression that is 
given by statements of this kind. 

E. M. Rayno ps 
Doherty, Clifford &8 Shenfield, Inc. 
New York 


AN OUTLINE FOR STUDYING 
THE MARKETING OF A PAR- 
TICULAR COMMODITY 


In my class work I have developed an 
outline for student reports on the mar- 
keting of a commodity which, I believe, 
is somewhat more useful than those pre- 
viously presented. I submit it as of possi- 
ble interest not only to teachers but also 
to practitioners who may want to makea 
comprehensive study of the marketing of 
a commodity. 


1. Production and Consumption 


1.1 On a map of the United States 
show the relative importance of 
producing areas. 

1.2 On the same map (or on a separate 
map if clarity will be aided by 
using a second one), show the prin- 
cipal consuming areas. If yours is a 
product consumed in all parts of 
the United States, show any 
marked variations between areas in 
per capita consumption. 

1.3 Briefly discuss and explain the in- 
formation given in your maps, in- 
cluding an explanation of any 
marked variations in per capita 
consumption if yours is a consumer 
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1.4 State the marketing classification 


1.5 


1.6 


into which your product falls. 

Give the principal uses of your 
product in order of relative im- 
portance. 

To what extent is your product sub- 


ject to change in fashion? 


2. Channels of Distribution 


2.1 


2.2 


2.3 


2.4 


2.5 


2.6 


2.7 


2.8 


2.9 


Prepare a flow-chart showing all 
the marketing channels through 
which your product moves, the 
relative importance of each chan- 
nel, and giving the name of each 
type of middleman involved. Then 
briefly explain the chart. 

Which of the middlemen are agents, 
and which are merchants? 

For each middleman state which, if 
any, of the eight basic marketing 
functions he does mot customarily 
perform. 

State and briefly discuss any im- 
portant developments since 1939 
in the wholesaling of your product. 
State and briefly discuss any im- 
portant changes or development 
since 1939 in the retailing of your 
product. 

List factors (a) favoring, and (b) 
opposing the elimination of inde- 
pendent middlemen in marketing 
your product; also tell whether or 
not there has been a trend to or 
away from integration in marketing 
your product, and explain why. 
State the approximate proportion 
of your product which is marketed 
cooperatively, and explain why this 
proportion is as great or small as 
it is. 

Indicate special characteristics of 
your product which definitely in- 
fluence the choice of channels used 
in marketing it. 

Briefly explain why the present 
pattern of channels exists. 


3. Storage 


3.1 


3.2 


3-3 


3-4 


3°5 


3.6 


3-7 


3-9 


3.10 


By graph or table indicate the 
facts regarding seasonal variations 
in rates of production and of con- 
sumption of your product. (Use 
monthly data if possible.) 

If the production rate varies dif- 
ferently than the consumption rate, 
what happens to the goods be- 
tween time of production and time 
of consumption? 

If production usually occurs at 
about the same rate as consump- 
tion, explain why storage may be 
nevertheless necessary. 

Is your product perishable, semi- 
perishable, or durable? What, if any, 
special facilities are needed for 
storing your product? 

At what stage or stages in its physi- 
cal movement through marketing 
channels is your product stored? 

To what extent are public ware- 
houses used in storing your prod- 
uct? Why not more, or less? 
(Applies principally to  raw- 
materials and agricultural food 
products.) List, in order of im- 
portance, the five most important 
centers (cities) for storage of your 
product, giving the storage capac- 
ity of each. 

Indicate any special problems in- 
volved in the storage of your prod- 
uct which you have not already 
mentioned. 

Give the approximate cost of 
storing a standard unit of your 
product for one month, ang? for 
three or more months. If the one- 
month rate is more than the 


monthly average rate for three or 
more months explain why. 

State and briefly explain any im- 
portant changes or trends in con- 
nection with the storage of your 
product since 1939. 
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4. Transportation 


4.1 


4.2 


43 


44 


4.5 


4.6 


4-7 


4.8 


4-9 


4.10 


State the relationship between the 
bulk and the value of your product. 
Does its bulk limit your product’s 
market area? If so, to what extent? 
Why? 

List all forms of transportation 
normally used in marketing your 
product, and give the relative im- 
portance of each. 

What, if any, special equipment is 
used in transporting your product? 
What special transit privileges are 
accorded your product, and why? 
If none are offered, why not? 

Tell whether and to what extent 
freight forwarders are employed in 
transporting your product. Explain 
why or why not. 

Does it cost more (per hundred 
pounds) to ship your product l.c.]. 
than in carlots? It so, about how 
much more? 

If more than one form of trans- 
portation is usually involved in 
moving your product to market, 
state the successive “steps,” and 
the form of transportation em- 
ployed at each step, and whether c.]. 
or l.c.]. 

Estimate as closely as possible the 
proportion of the selling price of 
your product which represents 
transportation costs. 

Indicate any noteworthy trends or 
changes since 1939 in the methods 
of transporting your product. 


5. Standardization and Grading 


5.1 


5.2 


State the principal bases of sale of 
your product, i.e., whether by in- 
spection, description, specifications, 
grade, sample, bulk, trade name or 
brand name. 

Has there been any change in the 
most-used basis since 1939? Ex- 
plain. 


5-3 


5-4 


5-5 


5.6 


If your product is standardized or 
graded state the principal factors 
determining the standards or 
grade. If not, explain. 

Indicate how grading, or the lack 
of grading, influences the market- 
ing of your product. 

If your product is standardized or 
graded, what agencies, private or 
governmental, are responsible for 


developing and enforcing the stand- 


ards or grades? 

Indicate what changes, if any, have 
occurred since 1939 in any stand- 
ards or grades which apply to your 
product. 


6. Financing 


6.1 


5.2 


6.3 


For each middleman referred to in 
2.1 above, state how he finances his 
part in the marketing process, 
giving (a) the various institutions, 
such as banks or storage companies, 
which assist him, and (b) the vari- 
ous methods and documents em- 
ployed, such as notes, drafts, ac- 
ceptances, open accounts and ware- 
house receipts. 

About what proportion of the mar- 
ket value can be borrowed cur- 
rently on your commodity by 
middlemen who have it in stock? 
Explain any changes which have 
taken place since 1939 in methods 
of financing your product. 


7. Risk Bearing 


7.1 


7.2 


73 


State the types of risk which are 
involved in marketing your prod- 
uct. Which types are most im- 
portant? 

Which of these risks may be mini- 
mized or shifted by appropriate ac- 
tion? To what extent? How? 

Is our government more active in 
protecting against marketing risks 
in connection with your product 
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than it was in 1929? Explain. 

Is your product traded on one or 
more organized exchanges? If so, 
why and to what extent? If not, 
why not? 


8. Selling and Advertising 


8.1 


8.2 


8.3 


8.6 


To what extent is personal selling 
practiced in presenting your prod- 
uct to customers? Give typical 
personal-selling expense ratios ex- 
perienced by producers of your 
product. 

What characteristics of your prod- 
uct make personal selling to cus- 
tomers important or unimportant? 
Do producers typically send sales- 
men to contact either wholesalers 
or retailers of your product? Why 
or why not? 

To what extent is your product ad- 
vertised by producers? Give typical 
advertising expense ratios. 

State characteristics of your prod- 
uct which make advertising by 
producers to consumers important 
or unimportant. 

(For ultimate consumer goods.) 


Does the retailer have much or 
little influence over the consumer’s 
choice of brands of your product? 


9. Miscellaneous 


9.1 


9.2 


9-3 


9-4 


State, and briefly comment on, any 
important government regulations 
not already covered above which 
affect, in any direct way, the mar- 
keting of your product. 
State the approximate price spread 
between producer and consumer of 
your product. Is this spread rela- 
tively greater when prices are high 
than when they are low? Explain. 
State the approximate amount cur- 
rently retained by each middleman 
involved in marketing your prod- 
uct, using percentages of final 
selling prices. 
List and briefly discuss: (a) ways 
in which the “real” cost of market- 
ing your product might be reduced, 
and (b) changes that might be 
made which would facilitate the 
marketing of your product. 

H. Oakes 


Marquette University. 
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Research in Marketing 


Editor ORIN E. BURLEY 


Editorial Staff: R. Barre s, Ohio State University; W. F. Brown, Univer- 
sity of California, Los Angeles; J. H. Lorie, University of Chicago; J. R. 
Riccieman, U. S. Department of Commerce. Initials of staff members, in 
brackets following subject headings, identify the reviewers of the indi- 


Research completed and in progress is 
classified in this section under the list of 
general headings given below. Individual 
items are designated by the number of the 
general class into which they fall and, also, 
by a serial number within the class. 

Readers interested in securing copies of 
the publications mentioned in the following 
pages should address their requests to the 
respective publishers.—THE JOURNAL does 
not have copies for sale or distribution. 

Members of the American Marketing 
Association who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editor of this section. 


List or GENERAL HEADINGS 


. Advertising 

. Selling—Personal 

. Industrial Marketing 

. Marketing Farm Products 

. Marketing Minerals 

. Marketing Services 

. Producers’ Marketing of Consumer 
Goods 

. Product Analysis 

g. Consumer Studies 

10. Cost of Marketing 

11. Foreign Trade 

12. Cooperative Marketing 

13. Credit—Mercantile and Retail 

14. Retailing 

15. Transportation 

16. Warehousing 

17. Wholesaling 

18. Federal, State, Local Regulation 

19. Taxation 

20. Marketing Theory 

21. Prices and Price Policies 
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22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Measurement of National Advertising. 
Sidney M. Robbins, Harvard Business 
Review, September, 1949. [J.H.1.] 


Four types of information about adver- 
tising are useful to management in devising 
advertising and sales promotion programs: 
(1) knowledge regarding advertising budgets 
for specific products or services (2) knowl- 
edge regarding the audience characteristics 
of and types of advertising carried by vari- 
ous media (3) knowledge regarding the type 
of advertising of competitors, with special 
regard to size of space, frequency, use of 
color, allocation by media, etc. (4) knowledge 
regarding regional patterns of advertising 
expenditures. 

The Publishers’ Information Bureau, Inc. 
provides the following information for con- 
sumer magazines: (1) every advertiser’s 
complete schedule for each month of the 
current year (2) advertising appearing in 
each magazine in each of twenty-eight 
major and one hundred and ten minor in- 
dustrial classifications (3) advertising by 
pages and dollars for each magazine in each 
month of the current and the preceding 
year (4) indexes of advertising by brand 
names and by parent companies (5) semi- 
annual reports covering all companies spend- 
ing more than $20,000 in general magazines, 
farm magazines, Sunday newspaper sections, 
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network radio, and network television. The 
data cover about eighty per cent of the 
advertising appearing in the types of peri- 
odicals which the P.I.B. considers. There is 
some overstatement of total expenditures 
because of a failure to make adequate al- 
lowance for discounts. 

In addition to the P.I.B., the Agricultural 
Publishers Association also reports data of 
much the same sort for farm magazines and 
papers. 

Media Records provide the following in- 
formation on newspaper advertising: (1) 
individual records of lineage of 347 daily 
and Sunday papers classified by 151 in- 
dustrial designations (2) lineage records for 
3665 advertisers (3) a report on lineage by 
advertisers in four newspaper supplements 
(4) other special reports. 

The major shortcomings of M.R. data are 
lack of information on expenditures in regu- 
lar reports, lack of coverage of many large 
newspapers, no lineage count on cooperative 
advertising involving local dealers. 

For network radio advertising on the four 
major networks, P.I.B. provides information 
classified by advertiser, product, stations, 
time, and time costs. The major deficiencies 
are a failure to consider other than time 
costs and to cover regional networks. 

The Rorabaugh Report provides some— 
but rather incomplete—information on spot 
radio advertising. This Report also provides 
detailed information on television, classified 
by programs for the major networks. P.I.B. 
also provides television information. 

The Brad-Vern Reports (sponsored by 
Printers’ Ink) annually publishes data on the 
number of pages of advertising carried by 
each advertiser using any of more than 600 
business papers. The McGraw-Hill Space 
Checking Service provides semiannual data 
classified by company name and by product 
on advertising in each of 189 business papers. 

There are two major advertising indexes: 
The Printers’ Ink Index (also in Survey of 
Current Business) and Tide’s Index. These 
indexes provide monthly data on expendi- 
tures by type of media. Annual totals and 
aggregate expenditures for all media are also 
reported. 


1.2 Advertising Agency Costs and Opera- 
tions. Ira Rubel and Norman Fields, 
Printers’ Ink, October 7, 1949. [w.F.B.] 


Repeating its 1948 study of advertising 
agency financial operations, Printers’ Ink 
has utilized the mail questionnaire technique 
to secure information from approximately 
250 advertising agencies on a great variety 
of management topics. This article, the first 
of five, analyzes returns to determine the 
relative use of different forms of agency 
organization, the relation of billings to 
working capital and to net worth, the pro- 
portion of commissions received to total 
agency income, and agency income as a 
percentage of agency billings. 


1.3 How Effective Is Outdoor Advertising? 
Marion Harper, Advertising Agency, 
July, 1949. [w.F.B.] 


Summarizing the results of 20,789 inter- 
views gathered over a 12 month period in a 
continuing study of outdoor advertising, the 
author presents median remembrance figures 
for posters representing a number of product 
classes. In general, he concludes that 52 
per cent of men and 44 per cent of women 
see at least half of all posters displayed 
during a period. Mr. Harper briefly mentions 
some of the technical methods used in mak- 
ing the study and points out the necessity 
for further analysis of the data in order to 
derive generalizations respecting such mat- 
ters as copy, art, and so on. Monthly reports 
of this continuing study by Mr. Harper are 
to be a feature of Advertising Agency hence- 
forth. 


1.4 Space and Time Buyers Answer Six 
Questions Asked by Media. Richard 
Manville, Printers’ Ink, August 5, 
1949. [w.F.B.] 


According to their responses to a question- 
naire prepared by Printers’ Ink, space buyers 
are inundated by a flood of media promo- 
tional pieces (77 per week) of which two- 
thirds are immediately relegated to the waste 
basket without being read. Only about ten 
per cent of all of the material received is 
deemed to be worthy of filing. Almost equally 
harsh is the space buyer’s evaluation of 
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media salesmen. Criticisms of these repre- 
sentatives substantially outnumber favor- 
able comments and indicate a somewhat 
general belief that many salesmen have little 
information to present and merely waste 
the buyer’s time. Tabulated results (based 
upon a 25 per cent return) also reveal 
buyers’ likes and dislikes respecting research 
reports and their opinions concerning the 
definition of adequate market coverage. 


1.5 Mullins Checks Value of Magazine In- 
quiries. Marshall Adams, Advertising 
Age, July 18, 1949. [w.F.B.] 

The Mullins Manufacturing Company, 
producers of Youngstown kitchens, employs 
an interesting technique to obtain informa- 
tion upon which it bases its evaluation of 
different magazines. The concern uses cou- 
pon copy in all of its magazine advertise- 
ments. All inquiries received are referred to 
the appropriate dealers who are required to 
report on their follow-up. If no sale is made 
in a particular case, the dealer evaluates 
the inquiry as a “good” one or explains 
why it does not represent a valid prospect. 
Executives of the firm believe that dealers 
are well qualified to render judgements in 
this matter; at any rate, dealers do not 
know from which magazine their leads come 
and hence cannot be biased on this score. 
The percentage of inquiries classified as 
“good” varies between magazines from 65.8 
to 82.2. The number of good inquiries ob- 
tained from each magazine is related to cost 
in order to obtain a measure which can be 
used (along with cost per page per thousand) 
to give the relative value of that medium to 
the Mullins Company. 


1.6 Esso Standard Tells Results of Mail 
Study. Advertising Age, September 26, 
1949. [w.F.B.] 


To measure at least partially the impact 
of direct mail advertising, Esso Standard 
Oil Company recently followed up a cam- 
paign of this type by personally interviewing 
1670 recipients of the mailings. Almost 58 
per cent of the respondents recalled seeing 
the piece, four out of every five of these 
remembered the product advertised, and 


a similar proportion of the latter group 
correctly identified Esso as the advertiser. 
(The aided recall technique was employed 
to obtain these facts.) Going beyond mere 
readership, however, the Company sought 
to obtain information about attitudes of 
respondents by asking for their opinions 
concerning neighborhood dealers. An analy- 
sis of replies indicated direct correlation 
between favorable attitude and degree of 
exposure to direct mail advertising: the ra- 
tio of those expressing a favorable impres- 
sion to the total number of respondents in 
each class was about one-third for those 
who had not seen the advertising, slightly 
less than one-half for those who remembered 
a single piece, and almost four-fifths for 
those who had received two or more mailings. 
(The possibility that pre-existing goodwill 
may have affected readership should be 
mentioned.) A number of other aspects of 
the Company’s program also were investi- 
gated, including the reasons for dealer 
patronage, attitudes toward direct mail ad- 
vertising generally, the extent and nature 
of secondary circulation of mailed pieces, 
and thoroughness of readership of individual 


ads. 


1.7 Where Go Radio’s Losses. Philip Frank, 
Broadcasting, October 3, 1949. [w.F.B.] 


The promotional efforts of some adver- 
tising media seem to be founded on the be- 
lief that sales must be made at the expense of 
competing types of media. A statistical 
analysis of shifts in expenditures of major 
radio advertisers supports a much different 
thesis: a decrease in use of one kind of me- 
dium is likely to be accompanied by a de- 
cline in use of other types. Specifically, re- 
ductions in purchase of radio time (for the 
advertisers studied) were associated with 
net reductions in expenditures for other 
advertising media, such as newspapers. This 
is not to say that individual firms did not 
shift emphasis between types of media, of 
course, but such shifts were largely offsetting. 
“Knocking” competing media, then, may 
reduce all advertising appropriations; posi- 
tive selling may produce far more desirable 
results. 
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1.8 Five Year Summary 25 Western Home- 
town Daily Newspapers. Published by 
Hometown Daily Newspaper Pub- 
lishers’ Promotion Committee, 2001 
Beverly Bouvelard, Los Angeles 4, 
California. [0.£.B.] 


Since 1945 leading publishers in the west- 
ern states have sponsored extensive research 
on the readership of the typical hometown 
newspapers of the West. All of the readership 
studies have been under the complete direc- 
tion of Dr. Chilton R. Bush, Director, Insti- 
tute of Journalistic Studies, Stanford Uni- 
versity. Five Year Summary Study includes 
an analysis of 25 home dailies. Their most 
recent study, Study No. §, 1949, includes 
five western dailies located at Albany, Ore- 
gon; Pueblo, Colorado; Santa Monica, Cali- 
fornia; Twin Falls, Idaho; Yakima, Washing- 
ton. 


1.9 The Appleton Post-Crescent Second 
Annual Consumer Buying Habit Study 
of the City Zone Market of Appleton, 
Wisconsin. Field interviewing directed 
by Dr. Charles L. Allen. [0.£.8.] 


The study was prepared with the basic 
purpose of providing advertisers (both local 
and national), their agencies, representatives 
and distributors with accurate, pertinent 
and up-to-date market information. 

For the proper evaluation of any market 
advertisers indicate they want to know 
what, when and where the people buy and 
just who these people are—their income 
levels, their occupations, the kind of homes 
they live in, etc. The only effective method 
found to secure such information is to sci- 
entifically sample an adequate number of 
representative families of the city zone. 
The study attempts to do this. 


1.10 The Advertising Research Foundation, 
Inc. announces publication of the 
following reports: [0.E.B.] 


Continuing Study of Newspaper Reading: 

No. 131—Centralia (Illinois) Evening 
Sentinel—survey of a 16-page evening news- 
paper dated June 22, 1949. Report published 
August 1949. 


No. 132—Rocky Mountain New: (Den- 
ver, Colo.)—survey of a 64-page tabloid 
dated September 14, 1949. Report published 
November 1949. 


Continuing Study of Farm Publications: 


No. 11—The Prairie Farmer, survey of 
issue of May 7, 1949—report published in 
September 1949. 

No. 12—The Southern Planter, survey of 
issue of September 1949—report scheduled 
for publication January 1950. 


Audience Study of 11 Canadian Magazines: 


1949 survey—report published October 
1949. 


2. SELLING—PERSONAL 


2.1 The Ohio State University. (Columbus 
10, Ohio.) 4n Appraisal of Methods of 
Measuring the Results of Training 
Sales-people in Selected Department 
Stores. George J. Eberhart (1948). 
[0.£.B.] 


This study utilizes department stores of 


different size in Indiana in an attempt to 
evaluate the results of the various training 
methods. The systems and methods used in 
the past, as well as those currently being 
used, are described and analyzed. (Doctoral 
Dissertation) 


4- MARKETING FARM PRODUCTS 


4-1 University of Minnesota. Marketing 
Slaughter Cattle By Carcass Weight and 
Grade. A. A. Dowell and Gerald 
Engelman. E. F. Ferrin and Phillip A. 
Anderson. [0.£.B.] 


This study was adopted as a regional 
project by the North Central Livestock 
Marketing Research Committee in March, 
1947. 

The major emphasis in the investigation 
of the desirability of marketing slaughter 
cattle by carcass weight and grade was given 
to an analysis of the relative accuracy with 
which cattle are purchased under the present 
liveweight method. The ability of the buyer 
to estimate yield and carcass grade defines 
the limits of his ability to arrive at an ac- 
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curate price. Other factors concerned in the 
desirability of the carcass method, include 
the effect on costs of the elimination of fill, 
the possible qualitative improvement in the 
competitive pricing mechanism inherent in 
sale by description, the relative bargaining 
position of producers, the payments to pro- 
ducers, and the use of resources in the pro- 
duction and fattening of cattle. 


4.2 United States Department of Agricul- 
ture. Research in Distribution. 


[J.R.R.] 


A talk by E. A. Meyer, Administrator, be- 
fore the Wholesale Grocers Association, St. 
Louis, June 1, 1949, describing the current 
work being carried on under the Research 
and Marketing Act. 


9. CONSUMER STUDIES 


9.1 Board of Governors of the Federal Re- 
serve System. Consumer Finances 
Survey [j.R.R.] 


For the fourth successive year the Board 
of Governors of the Federal Reserve System 
has sponsored an annual Survey of Consumer 
Finances. The 1949 Survey, Parts I and II, 
provides important information about con- 
sumer attitudes on economic matters, ex- 
penditures and buying plans for durable 
goods, distribution of consumer incomes, 
ownership and use of liquid and non-liquid 
assets, and consumer saving. Part I is con- 
cerned with the general financial position 
and economic outlook of consumers, while 
Part II treats of durable goods expenditures 
in 1948 and buying plans for 1949. 


9.2 Mama’s Shopping List Specifies Many 


Brands Preferred by Kids. Sales 
Management, August 15, 1949. [W.F.B.] 


Summarizing information gathered by the 
National Broadcasting Company both from 
its own field studies and from published 
sources, this report reiterates the importance 
of the influence exerted by children on their 
parents’ brand selections of particular prod- 
ucts. On the other hand, the claim that this 
same type of influence is significant in the 
purchase of many other kinds of goods is 


seriously questioned. Data also are presented © 
to show the potentialities of the “direct” 
market, that is, the purchasing power which 
children themselves possess. According to © 
N.B.C., individuals in the age group eight 
to fourteen, inclusive, receive an average | 
allowance of 83 cents [per week or monthi] | 
supplemented by earnings of 74 cents. ; 
Brand consciousness of children is high, — 
and reputedly is increasing. The impact 
of radio, comic book, and particularly tele. _ 
vision advertising is shown by several studies _ 
to be great. The desirability of reaching this | 
market is emphasized by a recapitulation of | 
Census data showing the rapid percentage |— 
increase that has taken place in the “Under | 
10” age group in the past decade. a 


9.3 University of Tennessee. (Knoxville, a 
Tennessee.) The Knoxville Continu. | 
ous Consumer Research Panel con. 
ducted jointly by The Bureau of Re. 
search, College of Business Adminis. 
tration of The University of Tennes. | 
see, and the Knoxville News-Sentinel. 


A Summary Analysis of Two Years 
Findings 1947-1948. Prepared by Edward E: k 
Garrison. 

Retail Shopping Habits of Knoxville Fami- | 
lies. 

Women’s and Men’s Clothing Sections 
1947-1948. 

The report is in two sections; the first has | 
to do with Groceries and Drugs, and the | 
second with Women’s and Men’s Clothing. | 
The data reported by the 250 panel members | 
have been so arranged as to show the per! 
cent of families buying each month during 
the two years, the brands purchased, the 
point of purchase, and, in the case of eres 
the price paid for the item. There are tables | 
in each section summarizing all the data. 


12. COOPERATIVE MARKETING 


12.1 University of Minnesota. (Minneapolis 
14, Minnesota.) The following re- 
search studies are near publication: 
[0.E.B.] 


Ph.D. thesis—A Study of the Midland 
Cooperative Wholesale Company as a Mar-F 
keting Agency. To be completed in the). 
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Spring of 1950 by Howard B. Hovda. 

Ph.D. thesis—study of the effect of recent 
court decisions on marketing practices in 
the moving picture industry; includes an 
appendix which treats of a special study of 
Drive-In Theaters in the Twin City Area. 
To be completed in December, 1949 by 
Rodney F. Luther. 


12.2 United States Department of Agricul- 
ture. North Dakota Cooperative Co- 
ordinate Transportation for Economy 
and Service. Leonard N. Conyers and 
Robert J. Byrne. June 1949. (Mis- 
cellaneous Report 132, Farm Credit 
Administration) [0.£.B.] 

How a transportation system may be 
coordinated to bring service to small indi- 
vidual shippers and to their large associations 
is examined in detail. This is a report under 
the Research and Marketing Act Project, 
“Improvement of Marketing Methods, Fa- 
cilities, and Equipment.” 


12.3 United States Department of Agricul- 
ture. Working Manual for Coopera- 
tive Cottonseed Oil Mill Operators. 
Daniel H. McVey and Jane L. 
Scearce. February 1949. (Miscel- 
laneous Report 127, Farm Credit 
Administration) [0.£.B.] 


This new study brings together late in- 
formation on yield and production, market- 
ings, crushings, price, and similar activities. 
Managers, directors, and other officials of 
cooperatives, will find it convenient for day- 
to-day reference. Part I deals with cotton 
seed and Part II with fats and Oils and the 
general economic situation in the industry. 


12.4 United States Department of Agricul- 
ture. Marketing Practices of Coop- 
eratives Processing Canned and Frozen 
Fruits and Vegetables. Anne L. Gess- 
ner. March, 1949. (Miscellaneous Re- 
port 130, Farm Credit Administra- 
tion) [0.£.B.] 


This study is largely statistical, showing 
the distribution channels used by 86 coop- 
eratives; sales policies followed on prices, 


soliciting orders, sales on contract prior to 
pack, brands, and other related services. It 
is a preliminary report on the Research and 
Marketing Act project, ‘Merchandising 
Products Processed by Horticultural Coop- 
eratives.” 


12.5 United States Department of Agricul- 
ture. Processing by Frozen Food 
Locker Cooperatives. L. B. Mann, 
R. L. Fox, P. C. Wilkins. March 
1949. (Miscellaneous Report 129, 
Farm Credit Administration) [0.£.B.] 


Heretofore studies of the cooperative 
frozen food industry have not had material 
on slaughtering. For the first time this report 
discusses the economics of slaughtering and 
surveys the extent of slaughtering and the 
facilities used. It also brings up to date in- 
formation on financial and other locker data. 
The study is made under the Research and 
Marketing Act. 


13. CREDIT—MERCANTILE AND RE- 
TAIL 


13.1 The Ohio State University. (Columbus 
10, Ohio.) 4 Study of Mercantile 
Credit: with Special Reference to its 
Function as Purchasing Power. James 
S. Cross (1947). [0.£.B.] 


This study was planned with the primary 
objective of contributing towards closing the 
gap which exists in present knowledge of the 
field of credit. The statistical analysis of the 
mercantile credit structure is treated with 
care, and despite the relative paucity of in- 
formation, some interesting developments 
are pointed out. In treating the significance 
of mercantile credit, the analysis surmises 
that mercantile credit plays a dual role of 
cause and effect, bringing about an increase 
in price while at the same time being affected 
by the price level and other factors or condi- 
tions in the economic system. The impor- 
tance of the relationship between sales and 
receivables to the financial soundness of the 
individual firm and of the business economy 
is indicated. One of the strategic factors in 
the business cycle, it is submitted, is the 
relative value of business inventories against 
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which debt is outstanding as compared with 
those for which payment has been made. 
(Doctoral Dissertation) 


14. RETAILING 


14.1 Department Stores Are Not Mass 
Media. Store Traffic Yields Too Few 
Sales. Dr. Virginia Miles, Depart- 
ment Store Economist, August, Oc- 
tober, 1949. [w.F.B.] 


Tabulations of 30,000 interviews made by 
Customer Audit Bureau, Inc., in six cities 
provide evidence that department stores in 
general are effectively reaching only a 
limited market. For example, top income 
families (those having weekly incomes of 
$100 or more) constitute 21 per cent of the 
urban and suburban families of the area 
covered, provide 41 per cent of the shoppers 
in department stores, and contribute $54 
out of each $100 of sales. At the other ex- 
treme, low income families (those having 
weekly incomes under $60) represent 43 
per cent of all families, furnish about 20 
per cent of the shoppers, and account for 
only 14 per cent of sales. Comparable data 
for individual cities and stores reveal even 
more extreme concentrations of clientele 
among high income families. 

Another study by the same concern indi- 
cates that many department stores have not 
made the most of their opportunities to sell 
the customers they do have. Based on inter- 
views in 100 leading stores, the analysis 
concludes that four out of every ten custom- 
ers entering these stores left without buy- 
ing and only three purchased more than a 
single item. Some institutions fell far short 
of this performance, but the “best” one 
managed to seell an average of 1.9 items for 
every person who entered its doors. Circum- 
stances of location, competition, appeals, 
and so on clearly must influence individual 
store accomplishments in this matter, but 
variations in performance noted between 
establishments in somewhat similar circum- 
stances make it apparent that opportunities 
for improvement exist. 

Analysis of similar field studies are to 
appear in future issues of Department Store 
Economist from time to time. 
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14.2 Wider Line Retailing: What Does It 
Mean to Manufacturers? E. B. 
Weiss, Sales Management, July 1, 15, 
August I, 15, 1949. [w.F.B.] 


Though not actually founded upon re. 
search, these articles do constitute an in. 
teresting and informative discussion of a 
problem that recently has been attracting 
increasing attention. The author draws upon 
his wide knowledge of retail firms and their 
practices to demonstrate the significance of 
the current trend toward stocking additional 
lines of merchandise not usually associated 
with the particular type of institution. Al- 
though Mr. Weiss perhaps deliberately exag- 
gerates the degree of uniformity that is likely 
to develop in retailing, certainly these 
changes do justify a review by some manv- 
facturers of such long-standing policies as the 
use of exclusive distributorships. Marketers 
should examine, too, the opportunities for ex- 
panding sales and coverage by gaining dis- 
tribution among types of retail stores which 
in the past offered little possibility of de- 
velopment. 


18. FEDERAL, STATE, LOCAL REGULA- 
TION 


18.1 United States Department of Com- 
merce. National Bureau of Stand- 
ards Status of Building Codes in the 
United States. (Available from the 
National Bureau of Standards or the 


Department of Commerce, Washing- 
ton, D. C.) [j.r.R.] 


Producers and distributors of building 
materials will be interested in this survey 
made to determine the present status of 
building codes. Analysis of the data reveals 
that many of the codes have not been over- 
hauled for some time, that a substantial pro- 
portion of the municipalities in the United 
States have no such regulations, and that 
more than 200 municipalities are revising 
their codes completely. 


21. PRICES AND PRICE POLICIES 


21.1 Basing Point Pricing and Public Policy. _ 
Carl Kaysen, Quarterly Fournal of © 
Economics, August, 1949. [J.H.L.] 
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Four standards for evaluating the social 
effect of alternative pricing practices are 
suggested: (1) the effect on the level and 
rigidity of prices (2) the effect on the ad- 
justment of productive capacity to demand 
in the leng run (3) the effect on cyclical 
fluctuations in prices and output (4) the 
effect on the number, scale, and prosperity 
of members of an industry. The use of these 
criteria throws into relief the social defi- 
ciencies of basing point pricing with its usual 
concomitant, price leadership. A single bas- 
ing point system is low with reference to 
all criteria. A system of universal freight 
equalization permits a better adjustment of 
productive capacity to demand, probably 
creates more flexible and lower prices, and 
better promotes effective competition within 
the industry. Uniform f.o.b. mill pricing is 
probably not a better system in terms of the 
suggested criteria. It is probably worse with 
reference to the fourth criterion; it makes 
more difficult the survival of small inde- 
pendent producers. It is somewhat better in 
effecting a reduction of capacity in response 
to secular decline in demand. (Such declines 
are of small practical importance in the 
United States.) Uniform mill pricing would 
reduce transportation costs. 

A system superior to the single basing 
point systems, universal freight equaliza- 
tion, or uniform f.o.b. mill pricing would be 
f.o.b. mill pricing with price discrimination. 
Interpenetration of markets would result; 
price leadership would be difficult to es- 
tablish and maintain. Price competition, 
with accompanying lower prices and costs, 
would be stimulated. Transportation would 
be efficiently utilized, etc. The chief obstacle 
to the achievement of such a system is the 
energetic enforcement by the F.T.C. of 
section one of the Robinson-Patman Act. 
The greatest promise of overcoming this 
obstacle lies in Congressional enactment of 
a statute legalizing universal freight equali- 
zation with protection of the right of pur- 
chasers to specify the mode of delivery and 
to pay no more for transportation than the 
actual cost involved. 


21.2 Market Structure and Monopoly 
Power. Andreas G. Papandreou, 


The American Economic Review, Sep- 
tember, 1949. [J.H.L.] 


Traditional economic concepts are inade- 
quate for defining monopoly power in terms 
of competitive relationships. The usual defi- 
nition of cross-elasticity of demand makes it 
impossible to distinguish between pure com- 
petition and perfect monopoly, for in a 
purely competitive market a change in the 
price of the product of firm A would have 
no actual or realized effect on the volume of 
sales of a competing product of firm B. If 
the actual effect were positive, then A’s 
decisions would affect B’s decisions and vice 
versa and the market would therefore be 
imperfectly competitive. What is needed is 
some measure of the actual rather than the 
potential effect of such price changes. Such 
a measure would reflect not only conven- 
tional cross-elasticity but also the capacity 
of firms actually to change the number of 
units offered in response to the changes in 
demand which are effected by price changes. 
This measure is a “coefficient of penetration” 
and indicates the capacity of a firm to re- 
duce by price cuts a competitor’s sales 
volume. Another coefficient, the coefficient 
of insulation, measures the capacity of 
competing firms to withstand attempted 
penetration of competitors. This coefficient 
equals the sum of the reciprocals of the coeffi- 
cients of penetration of competing firms. 
These two coefficients, penetration and in- 
sulation, provide a useful measure of the 
balance of power within industries and pro- 
vides the possibility of quantifying some as- 
pects of both legal and economic conceptions 
of monopoly power. 


21.3 University of Michigan. (Ann Arbor, 
Michigan.) The Bureau of Business 
Research has two studies of interest 
to marketing. [o0.£.B.] 


(1) Price Determination, Business Practice 
vs. Economic Theory, by W. J. Eiteman. 
This is a stimulating and creative work 
which outlines a new approach to pricing. 

(2) The Departmental Merchandising Re- 
sults for Small Department Stores (1948) by 
E. H. Gault. This continuing study has built 
an enviable reputation for itself. 
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21.4 14-20% Discount Standard on TV 
Sets in N. Y. Advertising Age, Oc- 
tober 3, 1949. [w.F.B.] 


In a very informal, but nevertheless re- 


vealing “‘spot-check” of television sales out- 
lets in the New York area, reporters of 
Advertising Age, “shopping” for television 
sets, found that a great many dealers were 
willing or even aggressive in using discounts 
from list prices in order to make sales. Al- 
though some were wary and would quote 
reductions only on the brand in which the 
investigator professed an interest, others 
promised at least 20 per cent off, or more if 
necessary to meet a competitor’s bid, on 
any make or model. Department stores, 
however, were completely rigid in pricing 
matters; not even Macy’s salesmen could 
sell for less than list, demonstrating again 
the flexibility possessed by small stores. 


22. GENERAL MARKET STATISTICS 


22.1 United States Department of Com- 
merce, Bureau of the Census. Census 
of Manufactures, 1947 [j.R.R.] 


Preliminary Reports have been released 
on the 1947 Census of Manufactures statis- 
tics for geographic areas. The information 
includes statistics for 1947 on the number of 
manufacturing establishments, the total 
number of employees and production work- 
ers in these establishments and their earn- 
ings, and value added by manufacture. Data 
on manufacturing in the various states in 
1947 permit comparisons with 1939, the 
date of the last previous Census of Manu- 
factures. Certain kinds of establishments 
hitherto considered manufacturing—retail 
bakeries, small sawmills, logging camps, and 
some others—are not now so considered, and 
are omitted from the 1947 Census of Manu- 
factures. The 1939 data have therefore been 
retabulated on a comparable basis, and are 
presented along with the 1947 figures. Pre- 
liminary data for the larger counties and 
cities are available state by state. The re- 
ports do not show types of industries, but 
give the number of establishments and 
production workers and the value added by 
manufacture in 1939 and 1947. Preliminary 


data are also available for 53 standard 
metropolitan areas having 40,000 or more 
manufacturing employees in 1947. 


22.2 United States Department of Com- 
merce, Bureau of the Census. Census 
of Business, 1948 [j.R.R.] 


The 1948 Census of Business is now being 
taken throughout continental United States, 
Hawaii, and Alaska. Publication of pre- 
liminary results is expected to begin by the 
end of 1949. 


22.3 United States Department of Com- 
merce—Office of Technical Services, 
Newsletter (Available from the De- 
partment of Commerce, subscription 
price $5.00 per year, checks or money 
orders to be payable to the Treasurer 
of the United States.) [j.r.r.] 


The first issue of the News/etter of the 
Office of Technical Services has been released. 
It is a monthly digest of outstanding tech- 
nical reports available to business firms and 
laboratories from federal and other non- 
confidential sources. The reports cited cover 
new industrial products, processes and 
equipment, and laboratory testing. 


22.4 United States Department of Com- 
merce, Bureau of the Census. His- 
torical Statistics of the United States 
(Government Printing Office, Wash- 
ington, D. C., $2.50) [j.R.R.] 


Three thousand different series of statisti- 
cal data, some of them running back as far 
as the early 1800’s, are presented in this 
volume. It was prepared with the coopera- 
tion of the Social Science Research Council 
and issued as a supplement to the Census 
Bureau’s “Statistical Abstract.” 


22.5 United States Department of Com- 
merce—Office of Domestic Com- 
merce. Statistics and Maps for Na- 
tional Market Analysis (available 
from Department of Commerce, 
Washington, D. C.) [j.r.R.] 


This is a 10-page reference list of maps and 
statistical publications useful for market 
analysis. The items are annotated, and come 
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from both public and private sources. Ref- 
erences are limited to statistical studies and 
maps which cover the entire country, by 
counties or cities. 


22.6 Bureau of Internal Revenue. Income 
Tax Returns by States [j..R.] 


The Bureau of Internal Revenue releases 
data annually based on Federal income tax 
returns filed by individual taxpayers in each 
State. Final figures for 1945 have recently 
been released. Preliminary data on 1946 
returns are obtainable on request, and 1947 
preliminary figures may appear by the end 
of 1949. The number of returns is given, also 
the receipts from salaries and wages and 
from dividends and interest, the adjusted 
gross income, and the total amount of tax 
liability. 


22.7 State Income Payments in 1948. 
Charles S. Schwartz and Robert E. 
Graham, Jr., Survey of Current Busi- 
ness, August, 1949. [J.H.L.] 


An analysis of income payments by states 
and regions shows some significant changes 
from the preceding year. The states showing 
the largest percentage change in the per 
cent of the national income going to each 
state are Iowa (plus 33), South Dakota 
(plus 22), and Nebraska (plus 19). The only 
decreases were shown by North Dakota 
(minus 4), and Kansas (minus 1). The in- 
come payments are classified as follows: 
agricultural income, non-agricultural in- 
come, government income payment, private 
non-agricultural income, trade and service 
income, manufacturing payroll. Regional 
data on manufacturing employment shows 
that New England showed the greatest per- 
centage decrease (about 10) in January-May, 
1949 as compared with like period in the 
preceding year. The only increase in manu- 
facturing employment was in the Northwest 


(about 3). 


22.8 United States Department of Agricul- 
ture—Forest Service. Lumber Pro- 
duction, 1839-1946 by States (Govern- 
ment Printing Office, Washington, 
D. C., $2.00) [J.R.R.] 


The Forest Service has recently collected 
and published in one volume all of the 
available records of lumber production as 
reported either to the Census Bureau or to 
the Forest Service, with revisions for certain 
years, and records of prices for some years. 
Value figures are given for individual States 
for 1839, 1849 and 1859, and production 
figures decennially from 1869 through 1899, 
and annually beginning with 1914. The 
quantity of oak, hemlock, and sundry other 
woods sawed in each State, and average 
prices, are also reported for certain years. 


22.9 University of Maryland. (College Park, 
Maryland.) “Living Costs: Some 
Relationships,” Volume III, Num- 
ber 2, Studies in Business and Eco- 
nomics, September 1949. [0.£.B.] 


Featured is a regression analysis of the 
relation of the total cost of living and the 
annual cost of rent in §9 cities of the U. S. 
In general, consumer prices are considered 
in the following categories: 

(1) historical comparisons, particularly 
of the two post-war periods; 

(2) observation of movements of the com- 
ponents of the cost of living; 

(3) comparison of relative importance of 
the components in estimating total costs; and 

(4) delineation of factors influencing pres- 
ent tendencies. 


22.10 Compass Points of Business. Dun’s 
Review, August, 1949. [w.F.B.] 


With this issue Dun’s Review inaugurates 
a new feature, entitled “Compass Points of 
Business,” a brief supplement presenting 
significant data on business conditions and 
summarizing the publication’s continuing 
surveys of some 800 leading business execu- 
tives respecting “Business Expectations.” 
Among the classes of statistical series re- 
ported are those concerning population, 
employment, industrial earnings, prices, pro- 
duction, incomes, sales and inventories, 
capital expenditures and building, federal 
fiscal operations, bank and stock market 
activities, profits, and failures. Executive 
opinions, as currently sampled, lean toward 
the view that changes in business activity, 
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though possibly downward, are likely to be 
negligible in amount in the near future. 


22.11 1949 Marketbook. Broadcasting, Au- 
gust 15, 1949, Part II. [w.r.s.] 


Broadcasting’s annual presentation of facts 
about the market reached by radio is, like 
most similar trade paper services, chiefly 
a convenient compilation of pertinent statis- 
tics assembled from other sources. Data on 
population, families, radio ownership, retail 
sales, employment, taxable payrolls, and so 
forth, are given for each county of the United 
States. In addition, a listing of all stations 
(by states and cities) provides such informa- 
tion about each as its network affiliation, 
frequency, power, time rates and spot rates. 


23. MARKET AREA STUDIES 


23.1 University of Illinois. (Urbana, IIli- 
nois.) Operating Results of Illinois 
Retail Fewelry Stores in 1948. David 
J. Luck. pp. 16. [0.£..] 


This study presents the results of a survey 
which was sponsored by the Illinois Retail 
Jewelers’ Association. The survey was similar 
to that conducted, under the same sponsor- 
ship, during the previous year. Together 
these two surveys show changes in the IIli- 
nois retail jewelry business from 1946 
through 1948. 


23.2 University of Miami. (Miami, Florida.) 
A Survey of the Tourist Industry of 
Greater Miami, 1949. Victor W. Ben- 
nett and Harold A. Frey. $2.00 
[0.E.B.] 


The purpose of this survey is to get basic 
data regarding tourists to the greater Miami 
area. It is an enlargement on the information 
contained in a pilot study last year by Dr. 
Frey, co-author of the present study. The 
study has seventeen tables and numerous 
charts. 


23.3 University of Maryland. (College Park, 
Maryland.) “Seasonal Fluctuations 
in Maryland Business,” Volume III, 
Number 1, Studies in Business and 
Economics, June 1949. [0.£.B.] 


Illustrative seasonal ‘patterns are pre- 
sented offering analyses of 

(1) changes occurring in the prewar, war, 
and postwar periods; 

(2) progressive and regressive tendencies 
in the relative position of certain months; 
and 

(3) variations in amplitude within a pat- 
tern and as between months. 

Series included employment, bank debits, 
department store sales, life insurance, bank 
deposits, farm income and prices, bituminous 
coal production, gasoline consumption, ve- 
hicular traffic on the Susquehanna River 
Bridge, the Potomac River Toll Bridge and 
the Chesapeake Bay Ferry, temperature and 
precipitation. 


23.4 Loveland Industry Survey. L. J. 
Crampton. (Boulder: Bureau of Busi- 
ness Research, University of Colo- 
rado. November, 1949.) 


Delineates the trade area served by the 
businesses of Loveland, Colorado; analyzes 
the prospects of this area on the basis of 
development of agriculture, manufacturing, 
mining and trade; done for the Loveland 
City Council and the Colorado Industrial 
Development Research Board. 


24. RESEARCH TECHNIQUE 


24.1 The Ohio State University. (Columbus 
10, Ohio.) Marketing Research Tech- 
niques. Schuyler F. Otteson (1948). 
[0.£.B.] 


This study has as its objectives the de- 
termination of the nature, proper scope, and 
function of marketing research, and a critical 
appraisal and classification of the tech- 
niques developed in the several allied fields 
in an effort to synthesize a complete and 
integrated body of marketing research tech- 
niques. The marketing research process is 
analyzed after defining marketing research 
as “any purposive investigation which has 
as its objective the obtaining of new knowl- 
edge concerning marketing.” The implica- 


tions of the study in the advancement of 


marketing research include: (1) broadening 
the scope of the subject so as to serve the 
entire field; (2) a documented historical 
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account of the subject which facilitates a 
better understanding of the current status; 
(3) directing attention to fertile raw ma- 
terials which have, by and large, been over- 
looked; (4) proposed remedies for overcom- 
ing the shortcomings of published data; (5) 
tools for collecting and analyzing data are 
adapted from several fields, classified, and 
sharpened for use in assembling marketing 
data. (Doctoral Dissertation) 


24.2 United States Department of Com- 
merce, Bureau of the Census. Sug- 
gested Procedures for Estimating Cur- 
rent Population of Counties. [j.R.R.] 


Two methods of estimating the current 
population of small areas are illustrated in a 
recent release by the Census Bureau. The 
report supplements brief descriptions of pro- 
cedures presented in “Suggested Procedures 
for Estimating the Current Population of 
Counties,” previously published by the Cen- 
sus Bureau. Although the methods set forth 
are used widely, it became evident that the 
usefulness of the earlier report would be 
enhanced by detailed illustrative examples. 


24.3 How To Standardize Income Classifi- 
cations in Media Studies. Dr. Hans 
Zeisel, Printers’ Ink, September 16, 


1949. [w.F.B.] 


Income analyses of media readership are 
useful, but lack of standardization with re- 
spect to the income classification employed 
renders direct comparisons between media 
difficult. To overcome this handicap the 
author has devised a graphic procedure 
which enables him to estimate the distribu- 
tion of readership in any desired income 
classification. The method is simple. The 
cumulative percentage distribution of reader- 
ship with respect to income is determined 
from the reported data for the particular 
medium. These points are plotted on a graph 
and a curve connecting them is drawn. An 
estimate of the cumulative audience, per- 
centagewise, at any desired income level may 
then be determined by reading from the 
graph. The differences between a series of 
these readings, taken at standard intervals, 
constitute a revised distribution of reader- 


ship that can be compared with similarly 
determined tables for other media. When 
used with care and understanding, as the 
author suggests, the method provides a 
workable substitute for standardized report- 
ing practices. 


24.4 A Procedure for Objective Respondent 
Selection Within the Household. 
Leslie Kish, Fournal of the American 
Statistical Association, September, 


1949 [J.H.L.] 


Area sampling is a mechanism for selecting 
a probability sample of dwelling units. Often 
it is desired to have a probability sample of 
individuals. There may be difficulties in 
achieving such a sample whenever the indi- 
vidual is not uniquely determined (e.g., head 
of household) or whenever it is uneconomic 
to interview all the persons living in a dwell- 
ing unit. A procedure is suggested for over- 
coming these difficulties. One person from 
each dwelling unit is included in the sample. 
Unbiased estimates are obtained by assign- 
ing to each response a weight equal to the 
number of persons living in the dwelling 
unit. The members of each dwelling unit are 
assigned serial numbers. The males are 
numbered in order of decreasing age and are 
followed by the females who are numbered 
likewise. It is necessary to obtain ages by 
questioning only in the relatively rare cases 
when two adults of the same sex are not 
parent and child. The person to be inter- 
viewed is determined by reference to a speci- 
fied one of six tables. Each table indicates 
the number of the person to be interviewed 
for households having 1, 2, 3, 4, 5, and 6 or 
more persons. Each table is used for one-sixth 
of the dwelling places. The tables can easily 
be modified so that a given proportion of 
persons from each household is interviewed. 


24.5 The Influence of Isolation on the 
Learning of Surrounding Materials. 
Moncrief H. Smith, Jr. and Ellen G. 
Stearns, Fournal of Applied Psy- 
chology, July, 1949. [J.H.t.] 


Ability to recall an experience or stimulus 
is importantly affected by the extent to 
which it is differentiated (by color, form, 
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etc.) from other experiences or stimuli which 
are contiguous in time or space. Further 
experimentation now seems to show that the 
ability to recall the whole group of con- 
tiguous experiences is little affected by the 
differentiation of a single experience. These 
two propositions entail the further proposi- 
tion that the ability to recall the non- 
differentiated experiences is diminished 
through the differentiation of a contiguous 
experience. 


24.6 A Weakness of Partial Correlation in 
Sociological Studies. Arnold M. 
Rose, American Sociological Review, 
August, 1949. [J.H.L.] 

Most of the variables studied by investi- 
gators in the social sciences are interrelated 
complexedly and in unknown or partially 
known systems of mutual causality. The 
study by partial correlation techniques of 
such variables to determine causal relation- 
ships is unjustifiable. These techniques en- 
tail holding certain variables constant, and, 
in the absence of knowledge regarding the 
relationships between the variables, might 
result in holding constant part of variation 
being investigated. Partial correlation studies 
are justified only when outside knowledge— 
usually derived from the natural sciences or 
previous experimentation—have indicated 
the causal relationships between the vari- 
ables being studied. Only under these cir- 
cumstances is it desirable to hold constant 
by partial correlation methods the variables 
having a simple, one-way causal effect on the 
variable being studied. In the absence of 
such outside knowledge, causal relationships 
should be investigated by experimentation 
rather than by partial correlations of his- 
torical data. 


25. MARKETS—SPECIFIC PRODUCTS 


25.1 United States Department of Com- 
merce—San Francisco Regional Of- 


fice Profits from Market Cost Analy- 
sis—Women’s Apparel Industry.§S.1. 
Kedzierski [0.£.8.] 


This study attempts an analysis of cost 
control units applied to the women’s apparel 
industry. Included in the bases of unit analy- 
sis are the usual attributes of selective selling 
including order, invoice line costs, and others, 
The study has a number of tables and charts 
which analyze the various control measures 
with which it deals. 


25.2 What Is Happening in the Dentifrice 
Field? Henry C. Link, Advertising 
Agency, September, 1949. [w.F.B.] 


The introduction of ammoniated denti- 
frices has sharply reversed the long term 
trend away from tooth powders, as indicated 
by the Psychological Barometer of The 
Psychological Corporation. In spite of a 
shift of about five per cent in three months, 
however, Dr. Link believes it quite likely 
that as soon as the new ingredient can be 
introduced into pastes satisfactorily, the 
basic trend toward the latter form of denti- 
frice will reassert itself. 


26. MISCELLANEOUS 


26.1 University of Illinois. (Urbana, IlIli- 
nois.) What Rockford Factory Workers 
Think about Their fobs, Their Pay, 
Their Bosses and the Economic Sys- 
tem. P. D. Converse and Janice Ol- 
brich. Pp. 18 [0.£.8.] 


In early May of 1948 and late April of 
1949, surveys were carried on among factory 
workers in Rockford, Illinois, to ascertain 
their opinions on their jobs, their pay, their 
bosses, their unions, working conditions in 
their plants, and various aspects of the 
economic system. These surveys were made 
by members of the advanced classes in 
market research of the College of Commerce, 
University of Illinois. 
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Tue Retait SALespeRsSON AT Work, by 
Donald K. Beckley and William B. Logan. 
(New York: McGraw-Hill Book Company, 
1948. Pp. 342. $2.20.) 

This book might be described as a manual 
for the use of the young person who wishes 
to go into the business of selling at retail. 
It differs from the ordinary manual in that 
it is written in simple, nontechnical terms 
and in that the material presented is made 
interesting by the use of illustrations. The 
background and experience of the two auth- 
ors, Mr. Beckley as Director of the Prince 
School of Retailing and Mr. Logan, as 
Teacher Trainer in Distributive Education 
in Ohio State University, eminently qualify 
them to prepare such a book. 


The book is practical throughout. After 
discussing the job of the retail salesperson, 
the authors present some suggestions as to 
how the “would-be” salesperson should go 
about testing his own fitness for the job, how 
he may look for a job in retail selling, how 
to conduct himself in the course of getting 
such a job. They describe the training pro- 
cedure which the young salesperson will 
probably undergo after employment, the 
rules to which he must conform, the systems 
and techniques he must learn, the phases of 
his personality he must try to submerge and 
those he should seek to emphasize, his rela- 
tions with customers, his attitude toward 
and knowledge of the merchandise he sells. 

Attention is also devoted to such sub- 
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sidiary activities as handling the returned 
goods problem, caring for stock, store house- 
keeping, and building store goodwill. A final 
chapter deals with some of the problems of 
store management. 

Each chapter is fortified for teaching 
purposes by a series of questions and simple 
problems in dealing with which the student 
must apply some of the material contained 
in the chapter. 

It is doubtful if the book will be useful as 
a text in collegiate courses in retailing. Its 
tone is definitely vocational and it empha- 
sizes heavily the down-to-earth details of 
getting a job in retail selling and making 
a success of it. It should be of great value 
in secondary school teaching and in the con- 
duct of training courses in retail establish- 
ments themselves. 

The English is simple, clear, interesting, 
and hard to misunderstand. The presenta- 
tion is lightened and fortified by well-chosen 
pictures, drawings, and charts. 

R. S. ALEXANDER 


Columbia University 


WHOLESALING PRINCIPLES AND PRACTICE 
(Revised Edition), by Theodore N. Beck- 
man and Nathanael H. Engle. (New York: 
The Ronald Press Company, 1949. Pp. 
746. $5.00.) 


The new edition of Wholesaling Principles 
and Practice retains the fundamental contri- 
butions of the earlier edition. It remains 
strong in the manner in which it emphasizes 
principles, its use of the economic and his- 
torical approach, its careful treatment of 
classifications and definitions. However, it 
would be erroneous to imply that it has only 
held its own insofar as contribution is con- 
cerned. In fact, much new material has been 
added (the new edition is approximately 200 
pages longer when consideration is given to 
the larger pages) and there is no chapter in 
the earlier edition that has not been refined 
and extended in the present book. It is 
obvious that this study has been built upon 
the solid foundation of research and experi- 
ence in the field of wholesaling. Only such a 
broad background could have provided the 
organized content and the maturity of judg- 


ment that this book so clearly shows. 

A detailed treatment of the contents of the 
book is impossible here, but a good idea of 
its contents can be obtained from the titles 
of its four parts. Part I is entitled “The 
Nature and Evolution of Wholesaling” (six 
chapters); Part II is called “Modern Whole. 
saling in the United States and Abroad” 
(twelve chapters); Part III is entitled “Op. 
eration and Management of a Wholesale 
Business” (eleven chapters); and Part IV 
is called “Economic and Governmental As- 
pects of Wholesaling” (six chapters). As 
could be expected, the most extensive addi- 
tions and changes have been made in Parts 
III and IV, but there is no chapter subject 
that has not been revised and strengthened, 
The weakest subject content of the book— 
and understandably so despite the resources 
of the authors—is “Modern Wholesaling 
Abroad.” However, when comparison is 
made with other marketing literature on the 
marketing systems of foreign countries, the 
content is excellent and may lead to further 
research in this neglected area of marketing 
information. 

Wholesaling Principles and Practice will be 
of interest to wholesaling management as 
well as to teachers. Management especially 
will find Section III and Section IV ex- 
tremely useful. Many of the operational 
chapters are a research contribution in 
themselves which, in turn, should encourage 
additional “individual enterprise” types of 
research, as well as broader research studies. 

For the teacher of a course in Wholesaling, 
this book will be a necessity. When combined 


_ with other recent materials, including the 


special publications of the American Market- 
ing Association entitled “Wholesaling in our 
American Economy” (THE JOURNAL OF 
MARKETING, September 1949) it will provide 
an excellent background for a course that 
has been somewhat deficient in factual and 
analytical material. As generally strong as 
this book is, however, a considerable number 
of chapters in Part IT, “Modern Wholesaling 
in the United States and Abroad,” add very 
little for the student who has had a course 
in general marketing. This does not mean to 
say that the chapters on various wholesale 
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institutions should have been omitted but, 
rather, that they are of necessity repetitive 
of introductory course content. Even in this 
section there are three chapters which do 
make a very considerable contribution to a 
student’s knowledge—the chapters on Inte- 
grated Wholesaling, Cooperative Wholesale 
Distribution, and Modern Wholesaling 
Abroad. 

Another difficulty in this edition, of con- 
cern to the teacher, arises from the authors’ 
intent to give timelessness to their book by 
using the terms “A Prosperous Year,” “A 
Depression Year,” and “‘A Recovery Year,” 
in some of their tables. This has some merit 
from the standpoint of the young student 
who frequently lacks perspective in recog- 
nizing the status of business operations in 
specified years, but it deprives the student of 
the possibilities of trend analysis because he 
can’t be certain that the years are in chrono- 
logical order. 

The teacher of this text will not have to 
apologize to his students for either a lack of 
scholarly material and analysis or for the 
absence of up-to-date managerial policy 
content. And, as compared with the first 
edition, he will not encounter the opposition 
of some students to the attitude of the 
authors on economic planning and other con- 
troversial issues. All in all, Wholesaling 
Principles and Practice continues to be one 
of the leading contributions to marketing 
literature. 

Orin E. Burey 
University of Pennsyloania 


MarKETING AND Distripution RESEARCH, 
by Lyndon O. Brown. (New York: The 
Ronald Press Co., 1949. Pp. 600. No price 
given.) 

This is a revision and enlargement of the 
author’s Market Research and Analysis, pub- 
lished in 1937. It was made to include the 
information that has become available since 
that time. The size has been increased more 
than 50 per cent—from some 175,000 to 
some 270,000 words. 

The author is eminently qualified by 
academic training, research experience, and 
teaching to write a book on this subject. 


This volume contains much valuable and 
up-to-date material. It is well written and 
readable although signs of hasty construc- 
tion are apparent in places. The introduc- 
tion is good and calculated to arouse interest 
in the subject. Frequent references to sources 
are given in footnotes. 

The author of a book on marketing re- 
search has several problems: Selecting mate- 
rial from the mass available; presenting the 
latest practices and techniques; and organiz- 
ing the material. The problem of organiza- 
tion is at the present time undoubtedly the 
most difficult. It seems that the marketing 
student always needs to know what is to 
come to understand what is being presented. 
To give the student a knowledge of market- 
ing research as a tool of management and 
to secure and hold his interest, one needs 
a good deal of illustrative material (prob- 
lems or cases). Yet to solve these problems, 
one needs to know the research techniques. 
Shall the author present the techniques first 
and then take up the problems or applica- 


tions? Such a procedure has merit. Yet the . 


objection may be raised that such a proce- 
dure does not secure the student’s interest 
nor give him the broad view of the subject 
and its uses which he needs to fully appreci- 
ate the value of the techniques. Another 
approach is to present either the problems of 
a named company; or types of problems 
as product analysis, plant expansion, selec- 
tion of advertising media, forecasting sales, 
setting quotas, or store location. This se- 
cures the interest of the student as he sees 
the usefulness of research. Yet, how is the 
student to understand how these problems 
are to be solved if he does not know the 
various techniques available? 

After 43 pages of introductory material, 
the author of this volume devotes 228 pages 
to the various types of research (product, 
package, brand, consumer survey, industrial, 
institutional, wholesale, retail, distribution 
cost, opinion, advertising, price, and market 
trend). Then follows a discussion of the 
practices or techniques of research (the sci- 
entific method, basic marketing research 
methods, marketing research procedures, 
situation analysis, informal investigation, 
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planning the sample, questionnaires, tabula- 
tion, and the like) for 330 pages. 

The author immediately gets into trouble 
in presenting so many applications or prob- 
lems before the techniques needed in their 
solution are given. Some illustrations will 
make this clear. Under product and package 
research, the reader is referred on p. 57 
(Ch. 3) to Ch. 18 for information on making 
the informal investigation. Then on p. §9 
brief instructions are given for consumer 
surveys which are discussed in more detail 
(pps. 409-465). Again on pps. 68-69 brief 
instructions are given for conducting con- 
sumer surveys. Again on pps. 191-98 the 
subject is discussed briefly. 

The reviewer would suggest that the early 
application or uses of research be greatly 
reduced, say to two or three chapters. Then 
give the techniques and after each technique 
is explained one or more cases could be given 
to show how this particular technique was 
or can be used in solving such problems. The 
core of this volume is in the discussion of the 
practices, methods, or techniques used in 
marketing research. Why not put this mate- 
rial nearer the beginning, after enough cases 
or applications have been given to show the 
uses of research and to secure the student’s 
interest? Then later on, applications can be 
given in greater detail. The student will then 
understand the various methods available 
for their solution. We shall, however, have 
to wait until someone prepares a book using 
this method to find how it works out in 
practice. 

The book under review is written for bus- 
inessmen, teachers, and practitioners. It 
will undoubtedly prove useful to students, 
and as a reference book for the businessman 
and practitioner. However, some of the 
techniques are too sketchily described to 
serve as a guide to the young research worker 
who does not have an instructor to give 
supplementary material. 

To illustrate this point, cost analysis is 
discussed in Chapter 8 (pps. 144-57) but 
no plans or methods of procedure are pre- 
sented. On page 150 a table is given following 
the plan of the U. S. Department of Com- 
merce for allocating costs to customers and 


products. In my experience in trying to 
teach this subject I have found that such a 
table is next to useless unless followed by 
detailed problems or forms to show how costs 
are distributed in actual practice. I would 
suggest that this subject be only outlined to 
show its importance and place in research or 
else given enough space to show how to 
make actual cost distributions. Consumer 
panels and retail store audits are other 
examples. 

I would like to raise a few specific ques- 
tions. The chapters on quantitative analysis 
in the earlier volume were excellent. The 
chapters in the present volume are also good. 
Under the ‘single index method’ the Sales 
Management index is added. On p. 175 the 
author says, “a number of other single 
indexes have been published, including the 
following: ...”’ There is no indication as to 
which of these are currently available, nor of 
their construction or use. 

On p. 6, the statement is made that “dis- 
tribution costs represent approximately 60 
per cent of the final cost of commodities to 
the ultimate consumer....” This state- 
ment is attributed to the A. C. Nielsen 
Company which studies the retail sales of 
branded food and drug items. These products 
may have some such cost of distribution, 
but this reviewer knows of no study which 
shows 60 per cent as an overall cost of mar- 
keting all goods. The Twentieth Century 
Fund’s valuable book “Does Distribution 
Cost Too Much?” used a figure of 59 per 
cent. However, corrected in the light of later 
data, this figure comes in line with other 
estimates of around 50 per cent. 

Adverse criticisms: the index is short; 
there are no review questions; and the book 
contains no problems to assign to students. 

P. D. Converse 
University of Illinois 


Tue Consumer INTEREST, A Study in Con- 
sumer Economics, by Persia Campbell. 
(New York: Harper and Brothers, 1949. 
Pp. 660. $4.50.) 

The Consumer Interest is a readable and 
informative book. There are three main 
divisions: “The American Standard of 
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Living”; “Consumers at the Market” and 
‘Factors in Supply.” The topics and the 
distribution of emphasis are not what the 
title would lead the reader to expect. He is 
warned, however, in the first sentence: 
“This is a study in consumer economics, 
that is to say, a study of the economy from 
the consumer’s point of view.” Few people 
[think would regard those two expressions as 
simply interchangeable. 

There is very little in the book that would 
enable a consumer to live more wisely his 
economic life. Concrete data and references 
in general revolve around Washington and 
New York rather than typical American 
cities and situations. O.P.A., T.N.E.C., the 
Anti-Trust division of the Department of 
Justice furnish the data and the tone of the 
work. 

This accounts for the impression the work 
leaves of being up in the air, of having little 
to do with meat and potatoes on the house- 
hold level which is with what consumer 
economics presumably is concerned. In the 
conclusion, however, the author states, “In 
this study we have been concerned pri- 
marily with the problem of how to raise “the 
standard of living” (page 646); but the con- 
cern is not on the household level but on 
the national and international level. The 
chapter on International Relations is just as 
long as the one on the consumer movement. 
The chapter on Government in Business is 
almost as long as these two together, despite 
the fact that much of the rest of the book is 
devoted to topics usually found in texts on 
government and business. 

The Consumer Interest is a summary of 
state action purportedly designed to raise 
the standard of living. The author’s attitude 
toward increasing state action may be de- 
scribed as at least complacent. Consumers are 
people for whom things are to be done—not 
by whom. 

Bernarp W. Dempsey, S.J. 
St. Louis University 


StaTIsTICAL TECHNIQUES IN MARKET 
Researcu, by Robert Ferber. (New York: 
McGraw-Hill Book Company, Inc., 1949. 
Pp. xiv, 542. $6.00.) 


In the first sentence of this book, the 
author states his belief that: “In the field 
of marketing and market analysis, statistical 
theory has far outdistanced practice, mainly 
because practical marketing men do not have 
the time to sit down and devote long hours 
to the translation of the abstract mathe- 
matical writings of the statistical theorists.” 


He goes on to say that the result is the use of 


antiquated and sometimes faulty statistical 
methods. 

The book is intended by the author to 
supply an up-to-date account of modern 
statistical methods in the simplest manner 
possible, with emphasis on the most useful 
procedures and on translating the mathe- 
matical theories into “English.” 

With this very worthy objective in mind, 
Ferber has written an excellent brief state- 
ment, as Chapter One, concerning Statistics 
and Market Research, appealing to the 
practical commercial researchers and highly 
skilled statisticians to “meet each other half- 
way” so that both may profit from the 
experience. 

The second chapter deals with Elementary 
Concepts. In a mere 29 pages, the following 
ideas are covered: Elementary definitions, 
the Frequency distribution, Measures of cen- 
tral tendency, Measures of dispersion, Meas- 
ures of skewness, Measures of kurtosis, and 
the Normal curve. It is likely that the sta- 
tistically naive market researcher, having 
been promised a text which translates sta- 
tistics into “English,” will get along nicely 
until page 18, where the concepts of statis- 
tical moments is introduced, along with 
Greek formulas. Having survived this brief 
hurdle, the market researcher may be quite 
puzzled about the reason for including the 
geometric mean, complete with two Greek 
formulas, in a chapter on Elementary Con- 
cepts. 

The next seven chapters are devoted to 
sampling theory—211 pages in all, or more 
than half of the entire text. These chapters 
cover Means and Objectives of sampling, the 


theory of sampling techniques, the testing of 


hypotheses, testing for significance, sequen- 
tial analysis, problems of sample precision, 
and problems of sample bias. 
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In this prolonged discussion of sampling, 
the introductory discussions at the begin- 
nings of the chapters, and the summaries at 
the ends of the chapters, are excellent. The 
statements concerning the problems of 
obtaining proper samples, within the limita- 
tions of costs, are well organized and clearly 
stated. The brief examples, drawn from the 
practical use of sampling techniques, are well 
chosen and inherently interesting. But when 
actual statistical handling of data is pre- 
sented, the involved language of the skilled 
statistician emerges, along with those endless 
formulas in Greek notation. The statistically 
naive researcher will find much of this ter- 
ritory pretty rough going, and will almost 
certainly fall back on his antiquated meth- 
ods, especially if he has a deadline to meet. 

The chapter on Sequential Analysis is an 
important one for any researcher using sam- 
pling techniques. Since sequential analysis 
provides a possible means of obtaining sam- 
pling results at considerably less costs than 
various other methods, its use is likely to 
increase rapidly. The characteristics, re- 
quirements and limitations of sequential 
analysis are well stated, and three good 
illustrative examples are presented. How- 
ever, those inevitable Greek-letter formulas 
show up again, this time accompanied by 
logarithms! 

The last four chapters of the book deal 
with Multivariate and Correlation Methods 
—108 pages in all. Topics such as Chi- 
square analysis, Variance Analysis, Linear 
Correlation, Curvilinear Correlation, Rank 
Correlation, Tetrachoric Correlation, Mul- 
tiple Correlation, and the Reliability of Cor. 
relation Statistics are covered. 

In these chapters the technical language 
and the lengthy Greek-letter formulas seem 
to smother the treatment of the use of mul- 
tivariate analysis in market research. The 
final 113 pages of the book are devoted to a 
bibliography, an appendix on miscellaneous 
statistical procedures, derivations, formulas, 
and statistical tables. 

Since this book is primarily devoted to a 
treatment of sampling statistics, it is ob- 
viously misnamed. Important as it is, sam- 
pling is not virtually the only statistical tech- 
nique employed in marketing research. 


Any reader will be sympathetic with the 
author’s ideas regarding the improvement of 
statistical methods and techniques in mar. 
keting. If better analytic tools are available, 
they certainly should be used, and with all 
possible precision and skill. Unfortunately, 
it is unlikely that this book will find much 
audience among persons employed in mar- 
keting research in general, or in sampling 
work in particular. The conceptual diet is 
simply too rich for the “practical” researcher, 
This is regrettable because there are great 
values to be gained from a study, not a mere 
reading, of this volume. 

The best use of the book would be in 
graduate level classes in “Sampling Tech- 
niques.” A competent instructor, with 
plenty of time for thorough exposition and 
with well chosen examples from the “prac- 
tical” field of sampling, should be able to 
build an excellent course upon this book. 
Possibly, in this way, the antiquated and 
faulty statistics which may sometimes be 
found in sampling techniques, can eventually 
be eliminated. 

Cuar.es J. Marsu 
San Francisco, California 


Business OPERATIONAL RESEARCH AND 
Reports, by John G. Glover. (New York: 
American Book Company, 1949. Pp. 299. 
$4.00.) 

This manual will be considered by many 
both elementary and dogmatic. In spite of 
these technicalities, this reviewer believes 
that it will prove useful in many college 
classes. 

It should be pointed out that the book is 
not confined to research in marketing. 
Rather, marketing research is a relatively 
small part of the entire presentation. The 
fields for which research techniques are de- 
scribed, but briefly discussed, are included in 
four chapters, the titles of which indicate the 
scope of the entire book. They are: 

1. Research as to Corporate or Business 
Organization 

2. Product and Plant Research 

3. Material and Man-power Research 

4. Manufacture and Market Research 

Each of these is, of course, of some interest 
to marketing men, although the fourth head- 
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ing (Chapter 7) is of most direct interest. 
Before the special fields of research are 
discussed, there are chapters on the nature 
of business management, the general scope 
of research and the techniques and tech- 
nicians of research. Finally, there is a chapter 
on the writing of the research findings. The 
latter chapter is perhaps particularly stereo- 


The book also contains several appendixes 
including a list of subjects that are appropri- 
ate for research. A sample manual on prepa- 
ration of reports and the methods of out- 
lining the academic research thesis in each 
of these will prove useful to students pro- 
vided they are not interpreted too literally. 
One paragraph out of Chapter 3 gives the 
general tone and emphasis of the book as 
follows: 

“Progressive management is a dynamic 
combination of research and the art of deci- 
sion. Management which fails to install 
research has often paid a severe penalty for 
its negligence. When, for instance, the large 
automobile concerns decreed that royalties 
should be paid for the hitherto free use of 
their patented discoveries, the smaller auto- 
mobile enterprises had to choose between 
paying profit-absorbing royalties or belat- 
edly setting up their own research organiza- 
tions. Over and above monetary considera- 
tions, the large automobile concerns res- 
cinded their policy of granting free use to the 
smaller automotive companies as a spur to 
these companies to initiate their own re- 
search organizations and thus add to the 
sum total of automotive progress.” 

This quotation may seem to many as it 
does to this reviewer to exaggerate some 
cause and effect relationships. It would not 
be at all clear to me, for example, that large 
automobile concerns stopped granting free 
use of certain inventions in order to stimu- 
late research on the part of smaller com- 
panies. This illustrates a very real danger in 
connection with the sort of research which 
the author is urging, namely, that however 
good the data that has been gathered, wrong 
inferences still may be drawn. 

Many people interested primarily in mar- 
keting will feel that the material on market 
research presented on Pages 141-161 gives 


quite inadequate coverage to that field. This 
perhaps is true, but it should be kept in mind 
that actually many other parts of the 
research outlined in the book might be 
included under market research. While this 
may not serve as a required textbook for 
courses in market research, it is at least one 
with which everyone teaching such courses 
should be familiar. 
Rotanp S, VAILE 

University of Minnesota 


MarkeETING Princip.es, A Correspondence 
Course, by F. K. Hardy. (Gainesville, 
Florida: University of Florida Press, 1949. 
$1.00.) 


This syllabus has been prepared by Dr. 
Frederick K. Hardy for a correspondence 
course in the principles of marketing. 

The syllabus is based on Principles of 
Marketing, by Maynard and Beckman and 
is an excellent comprehensive outline for any 
marketing course (day, evening or corre- 
spondence) using this text. 

The syllabus is clearly and concisely 
written. The questions on the lessons are 
well thought out and directly bear on the 
subject matter. The use of simple case 
studies taken from Maynard and Beckman 
as assigned problems is challenging to the 
student. The only difficulty is that in a cor- 
respondence course it is impossible to have a 
group discussion of problems of this nature. 

All in all Dr. Hardy has prepared a very 
worth-while syllabus for a correspondence 
course covering all of the essentials of a 
beginning course in the principles of mar- 
keting. 

Victor W. BENNETT 
University of Florida 


MERCHANDISING INFORMATION FOR SUCCESS- 
FUL SELLING, by Harvey Q. Packer and 
Louise S. Hitchcock. (New York: Prentice 
Hall, 1949. Pp. 310. No price given.) 


This is an unusual book, differing in form 
and content arrangement from the usual 
text book on retail selling. 

The title of this book, “Merchandising 
Information for Successful Selling” is well- 
chosen. Merchandise information has taken 
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on new importance. Every day it becomes 
more necessary that a sales person know 
pertinent points about merchandise, which 
can be used in sales presentation. The knowl- 
edge of sales points as given in this book 
enables sales persons to make sales as well as 
answer customers’ questions intelligently. 

Knowing the answers to customers’ ques- 
tions regarding merchandise makes selling 
interesting. The difference between an “order 
taker” and a sales person lies in the ability 
of the sales person to give customers the 
facts they want to know. Customers are 
attracted to certain sales people in retail 
stores because salesmen supply information 
and are able to answer their questions in a 
satisfactory way. The answers to most of 
these questions which customers ask may be 
found in this book. The public is better 
informed today because of advertising, labels 
on merchandise, and consumer study groups. 

The book is divided into thirty chapters 
called departments: Women’s Coats and 
Suits; Dresses; Sportswear; Costume Jew- 
elry; Gloves; Handbags; Shoes; Hosiery; 
Neckwear, Trimmings and Handkerchiefs; 
Lingerie; Cosmetics; Notions; Infants’ Wear; 
Men’s Wear; Yard Goods; China and Glass- 
ware; Silverware; Furniture; Floor Cover- 
ings; Blankets and Bedspreads; Stationery; 
Toys and Games; Sporting Goods; Paint and 
Wallpaper; Hardware; Bakery; Canned 
Fruit and Vegetables; Dairy; Meat; Fresh 
Produce. 

These thirty subjects are treated in the 
same form. For example: Chapter XIV, 
Men’s Wear, is divided into seven sections, 
captioned under questions asked by cus- 
tomers: 

1. “How will I look in this suit?” 

“Can you fit me properly?” 

. “What is this material?” 

. “Is this suit well-made?” 

. “What kind of tie shall I get?” 
“How can I buy a good shirt?” 
. “What hose will wear best?” 

Each question is answered in a general 
way, by facts, and hints in selling and how 
to handle this product in the sales presenta- 
tion. 

To assist in the sales process a list of 
Selling Phrases follows each product describ- 


ed, for example: “This shirt is Sanforized. 
Shrunk. Here is the label.” “This color will 
go well with your suit.” At the end of each 
chapter or department is a list of Film Refer. 
ences. Visual Aids in selling are recom. 
mended as a means of sales training. A large 


number of the listed films are available free 
of charge. Under the chapter Men’s Wear, 


five films are listed. 


There are thirty full-page illustrations a 


which lend interest and break the monotony 


of the style of the text book. These are actual © 


photographs of departments in our best 
known department stores. These cuts may 
be studied to advantage for lay-out, display 
and arrangement of merchandise and store 
traffic. 

The style is readable, presenting text book 
material in a chatty manner. The use of 


short sentences makes the facts impressive. | 


A large size type makes the book easy to 
read. The Merchandise Items are in capital 
letters and the Selling Phrases in heavy type 
which makes for quick reading and easy 
identification of the pertinent selling points 
for students. 

A bibliography of Special Readings for 
additional information is a valuable feature 
of the book. 

This book is especially recommended for 
courses in salesmanship, and retail store 
training classes. It may well be used in Home 
Economics classes and might be profitable 
reading also for consumers. 

Hatsey E, Ramsen 
Miami University 


READINGS IN AGRICULTURAL Po icy, edited 
by O. B. Jesness. (Philadelphia: The 
Blakiston Company, 1949. Pp. 470. $4.75.) 
This is a collection of articles dealing with 

the general subject of agricultural policy. It 

was published under the sponsorship of the 

American Farm Economic Association. This 

selection of articles was made by a committee 

consisting of Herell DeGraff (Cornell), F. F. 

Elliott (U. S. Bureau of Agricultural Eco- 

nomics), L. P. Gabbard (Texas A & M), and 

H. R. Wellman (University of California). 
The 34 articles included as separate chap- 

ters cover a wide variety of aspects of the 

problem. Part I on “Background” starts with 
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a chapter on “Agricultural I:undamentalism” 
which discusses some of the fallacies of 
popular thought on the subject, and ends 
with the chapter on “Postwar Agricultural 
Policy—Pressure vs. General Welfare.” 

The second part on “Price and Production 
Adjustments” begins with an article out- 
lining the development of agricultural policy 
between World War I and 1940, written by 
a man active in the development of the 
policies he discusses. Other chapters discuss 
the development and nature of the parity 
concept and the problems it raises, alterna- 
tive approaches, etc. and ends with a selec- 
tion from a congressional report on “Postwar 
Agricultural Policy.” 

Part III, “International Trade and Rela- 
tions,” includes five chapters dealing with 
such matters as the position of the United 
States in world trade, problems for expand- 
ing world trade and conclud:s with a chapter 
on “Intergovernmental Agreements Ap- 
proach to the Problem of Agricultural Sur- 
pluses.” 

Part IV, “Land and Rural People,” 
includes nine articles dealing with policies 
related to the problem of land use and tenure 
systems, excessive numbers of people in the 
South, etc., and ends with a selection en- 
titled, “Rural Living and Social Facilities.” 

The articles are from a variety of sources. 
Nine were originally published in the Journal 
of Farm Economics, four in Farm Policy 
Forum and twoin Annals of the American 
Academy. Several are sections taken from 
reports of committees which represent con- 
sidered statements on the problems con- 
sidered. These include two reports by a com- 
mittee of the American Farm Economic 
Association dealing with parity, two reports 
by a committee of the Association of Land 
Grant Colleges and two reports by congres- 
sional committees. 

The committee did a good job of selecting 
articles of long-term significance although 
some readers may feel that the volume could 
have been improved at certain points by 
other selections. After all, there can be a good 
deal of differences in the evaluation of such 
material. 

_ The volume has an excellent index. The 
index of authors covers two and one-half 


pages and the subject matter index 28 pages. 
The volume should prove to be not only 
good reading for serious students of agricul- 
tural policy problems in the United States 
but should be a good reference work as well. 

H. E. ErpMan 
University of California 


SratisticaL Metuops 1n Resgarcnu, by 
Palmer O. Johnson. (New York: Prentice- 

Hall, Inc., 1949. Pp. 377. No price given.) 

Professor Johnson has aimed at a com- 
promise between a listing of specific statisti- 
cal procedures and an exposition of basic 
theory. In his words, “Neither practical 
applications nor mathematical analysis is 
excluded from this book.” The required 
mathematics is for the most part elementary, 
consisting chiefly of college algebra with 
occasional need for calculus in applications 
of the principle of least squares. As the 
author points out, the reader without knowl- 
edge of calculus can skip the few sections in 
which it is used. Certainly the reader with 
reasonable competence in college algebra and 


the ability to “read” complicated symbolic: 


expressions should have no trouble in follow- 
ing most of the mathematical developments 
used in the book. For example, the use of 
multiple summations in some of the ad- 
vanced applications of the analysis of vari- 
ance might discourage a person unfamiliar 
with this notation, but a careful examina- 
tion will reveal that nothing essentially dif- 
ficult is involved. 

After a general discussion of the scope of 
statistics, the book begins with a discussion 
of probability and the basic probability dis- 
tributions, including illustrations of common 
uses of sampling distributions in statistics. 
Then attention is focused on tests of hypoth- 
eses, and the pattern of treatment of this 
subject is repeated several times in the 
remainder of the book: General theoretical 
discussion followed by a listing of important 
specific applications. Each specific applica- 
tion is accompanied by an example, usually 
taken from psychology or education and 
complete with instructions for computation. 
The theoreiical background for tests of sig- 
nificance includes a discussion of the Ney- 
man-Pearson theory together with a brief 
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note on Wald’s theory of sequential estima- 
tion. The applications are extensive and well 
selected. For example, there is a test for 
homogeneity of variances which the author 
stresses as a prerequisite for the application 
of the analysis of variance. Further tests of 
significance are’to be found in many of the 
later chapters of the book. 

Estimation is taken up next. The theoret- 
ical introduction is sufficiently advanced to 
bring out some of the subtle differences 
between the Neyman and Fisher approaches 
to confidence limits. Again, theory is fol- 
lowed by a discussion of specific applications. 
Then a chapter is devoted to tests for normal- 
ity and transformations to achieve normal- 
ity, and the next chapter treats a few tests 
based on ranking in which the assumption 
of normality of the original data is not 
involved. Included in this later chapter is an 
example of combining the information de- 
rived from two independent significance 
tests. Sampling theory is given a fairly long 
chapter which mentions the recent develop- 
ments in probability sampling (area sam- 
pling) without discussing them in any detail. 

Most of the remainder of the book— 
roughly one-third the total length—is de- 
voted to the analysis of variance and covari- 
ance and principles for the design of experi- 
ments. One of Professor Johnson’s most 
interesting innovations is the advocacy and 
illustration of multiple-criterion analyses of 
variance. The traditional approach is to 
illustrate a two-criterion problem and state 
that the extension is obvious. Johnson gives 
an illustration, complete with computational 
details, of a five-criterion analysis! A short 
chapter on multiple regression and the dis- 
criminant function concludes the book. 

Johnson has obviously done a great deal 
of practical work and has explored deeply 
into statistical theory. The list of statistical 
applications given in the book is unusually 
extensive and includes many recent develop- 
ments. In addition to applications treated in 
detail, many others—such as quality control 
and area sampling—are mentioned briefly. 
For the most part the treatment of both 
theory and applications is relatively ad- 
vanced. In the introduction, Dr. Johnson 
makes it plain that the book does not “start 


from the very beginning of its subject.” 
The difficulty of the problems given at the 
end of the chapters is sufficient indication 
that the author presupposes relatively 
mature students. The book should therefore 
be most useful to research workers who are 
already quite familiar with statistics and to 
students of statistics who have advanced 
somewhat beyond the elementary level. 
Harry V. Roserts 

The University of Chicago 


OperATING Resutts oF LimiTeD Price 
VarIETY STORES IN 1948: CHAINS AND 
INDEPENDENTS, by Esther M. Love. 
(Boston: Harvard Graduate School of 
Business Administration, 1949. Pp. 48. 
$2.00.) 


The current edition of this statistical 
report is the eighteenth annual publication 
on the operating results of limited price 
variety chains and the sixth for independent 
variety stores. With the detailed breakdown 
of figures presented, trends for almost any 
phase of variety store operation could be 
easily established by anyone interested. 
Some of the operational data over the span 
of years are shown in Section II and in one 
of the appendices. 

The year 1948 showed the highest volume 
of sales ever recorded in the variety field. 
However, increased expense rates served to 
lower the earnings percentages. The over-all 
gain in sales volume was two per cent greater 
for the independent group than for the chain 
group which exceeded the 1947 figures by 
seven per cent. The best sales gains were 
made by the dry goods and domestic lines 
(10.1%); apparel and accessories (9.5%); 
toys, games, and books (7.9%). Decreases in 
sales volume were shown in drugs and toilet- 
ries (1.1%); confectionery (2.3%); and 
jewelry (6.2%). 

Comparative trends are all based on the 
average for the years 1935-1939 or on the 
year of 1940. Variety chains are noted to 
have enjoyed a smoother sales curve than 
many other types of retail outlets. The 
depression dip was moderate and the sales 
rise since 1939 has not been spectacular. 
Sales by various merchandise lines are pre- 
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sented in graph form for the years 1940 
through 1948. 

Expense analysis shows that the principal 
cause of their increase has been the wage 
and salary factor—a two per cent increase 
since 1939. Tenancy and related costs are the 
only ones to show a percentage decline. The 
interplay between margin and expenses 
resulted in a steady rise in dollar profit with, 
however, a slackening in 1947 and 1948. 

In addition to having a greater increase in 
sales volume, independent variety stores 
show a marked expense advantage over 
chains. Comparison of independents with 
small chains shows the former to have an 
expense ratio of twenty-five per cent and the 
latter thirty-two per cent. However, lower 
gross margins prevented them from match- 
ing the chains’ over-all earnings record. 

Independent variety stores do only about 
sixteen per cent of the total volume of busi- 
ness in that field. This is one field in which 
the chains antedated the independents and 
for some time practically dominated the 
trade to the exclusion of the independents. 
Even more than the chains, the independents 
are essentially a small-town enterprise. Of 
those reporting in the study, eighty-four per 
cent were located in towns of less than 10,000 
population. Trend statistics are not pre- 
sented for independent stores as the report- 
ing stores have not been constant over the 
six-year period and comparisons would there- 
fore have little significance. 

This careful analysis of operating results 
in the variety store field presents the basis 
for many hours of intensive study. Within 
the confines of a short review only a few of 
the outstanding data can be mentioned. 
Students of marketing will be able to find 
in this presentation methods and techniques 
of analysis as well as the interesting facts on 
developments in the variety store field. 

ArEND E, Borer 
University of Pittsburgh 


Wuy Inpustry Moves Soutn, A Stupy or 
Factors INFLUENCING THE REcENT Loca- 
TION OF MANUFACTURING PLANTS IN THE 
Soutu, by Glenn E. McLaughlin and 
Stephen Robock (Committee of the South, 
National Planning Association) (Kings- 


port, Tenn: Kingsport Press, Inc., 1949. 

Pp. 148. $3.00.) 

The objective of this monograph is not to 
change the older admonition “Go West, 
young man, go West” to “Go South, young 
man, go South.” Its objective is to report 
the views of the officials of more than fifty 
manufacturing concerns about why their 
company invested from $100,000 to 
$10,000,000 per plant in establishing 88 new 
plants in the South. 

The personal interview method was uti- 
lized. In preparation for the field work, a 
detailed check list, given in Appendix B, was 
developed. The executive was encouraged to 
tell his story in his own way and then to 
question him regarding any omitted items. 
In the author’s opinion, the information 
received is reliable. 

Upon examining the replies, the authors 
observed that “Plant location as a business 
problem generally arises as: (a) a part of a 
plan for a completely new enterprise; (b) 
a means of improving or saving an existing 
plant by relocation; or (c) an expansion of a 


going concern through adding an additional - 


plant.” Only two of the eighty-eight new 
plant locations were completely new enter- 
prises; only three were relocations and 83 
were newly-constructed branch plants. 

When confronted by the location problem, 
the practical business man usually skips a 
review of the business advantages which 
vary with the location and proceeds directly 
to apply this general knowledge to his spe- 
cific problem in order to estimate variations 
in projected business performance at various 
locations. He follows the practice of selecting 
a general area on the basis of the most 
important advantages of location for his 
type of manufacturing and then chooses a 
specific location within this area. The factors 
which underlie the choice of the general area 
were found to be the market, materials and 
labor. Forty-five per cent of the new plants 
were primarily oriented to their market, 30 
per cent to material and 25 per cent to labor. 
The rising importance of the South as a 
market has been the major factor in attract- 
ing industry in the postwar period. 

In chapters 4, 5 and 6 is presented illustra- 
tions of plants which were located in this or 
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that southern city because of the importance 
of one or more of these factors. In this 
reviewer’s opinion, none of the material is 
sufficiently complete to serve as a good 
“case” study. Perhaps the authors would 
supply the additional information upon 
request. One among many of the interesting 
observations made was this: “Where labor 
has been the primary factor in locating new 
plants, more emphasis has been placed on 
availability and on labor attitudes than on 
wages.” Is this a product of the postwar 
labor shortage or will the older geographical 
differences return with increasing competi- 
tion? Time will tell. 

Although the executives apparently did 
not consider transportation of major impor- 
tance, the authors discuss this location factor 
in chapter 7 and other location factors, 
namely, capital, management, climate, avail- 
ability of buildings and sites, local industrial 
structure, size of community and centraliza- 
tion vs. decentralization, in chapter 8. They 
point out that other things being equal, any 
one of these factors may cause one city to be 
selected over another. In chapters 10 and 11 
one also learns that business men do not 
overlook state and local political and social 
influences, informational aids and special 
inducements. 

In part four is summarized the implica- 
tions of this survey. To the development 
agency of any community is given this 
observation: If you would have a plant 
locate in your city, then determine the mar- 
ket, material, labor, and transportation 
advantages which will cause it to be success- 
ful. Write up these advantages in a business 
report and present it to those executives in 
those industries who are searching for these 
advantages when they are thinking of estab- 
lishing a new company, relocating an old 
one or adding a branch plant. To the busi- 
ness man is given the information: ‘The 
forces responsible for attracting industry 
to the postwar South are still operating. 
There remain large reserves of resources and 
labor which can be brought into industrial 
use.—Needs for industrialization, by no 
means, have been fulfilled.” 

Should members of the American Market- 
ing Association read this monograph? It is 


recommended for any member who is at 
present or expects to be concerned with 
problems of plant location. Teachers who 
include this subject in their lectures will find 
facts of interest to them and to their stu- 
dents. Other members are not likely to find 
it too interesting unless they wish to keep 
abreast with regional economic develop. 
ment. 
Crausin D. 

Stanford University 


OpERATING RESULTS OF DEPARTMENT AND 
SPECIALTY STORES IN 1948, by Malcolm 
P. McNair. (Boston: Harvard University, 
Graduate School of Business Administra- 
tion, Bureau of Business Research, 1949. 
Bulletin No. 110. Pp. 61 $4.00.) 


This publication represents the twenty- 
ninth consecutive year for which these stud- 
ies have been undertaken by the Harvard 
Bureau of Business Research with the finan- 
cial suport and cooperation of the National 
Retail Dry Goods Association. The reports 
have long been familiar to readers of the 
jJouRNAL and need little critical comment in 
these columns. Presenting the typical figures 
for the operating expenses, margins and 
profits of representative department and 
specialty stores in the United States and 
Canada in 1948, this particular report is 
characterized by the use of more charts than 
in previous bulletins, thus facilitating a 
quick grasp of the subject matter. Much of 
the text in the bulletin is devoted to a dis- 
cussion of the changes in the department 
store picture over the last ten years. An 
analysis of the results of Life is a particular 
feature, and special attention is devoted to 
balance sheet changes in recent years. Of 
special interest in this year’s study is a 
comparison of the performance of independ- 
ent stores with those belonging to owner- 
ship groups such as Allied Stores Corpora- 
tion and Federated Department Stores 
Incorporated. As usual, the report includes 
a quick résumé of salient points in an open- 
ing summary, while definitions of terms and 
explanations of statistical methods appear in 
an Appendix. 

Reporting stores showed that customers 
spent more dollars in department stores in 
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1948 than ever before, but earnings in both 
dollars and in percentages fell off because 
of sharp expense increases. A temporary halt 
in the rising ratio of mark downs was evi- 
denced by a stay in the preceding five year 
decline in gross margin percentages. This 
respite in gross margin percentage decline 
was not enough, however, to offset the 
increased expenses, so that profits slid off 
percentage wise for the fourth consecutive 
year. The final dollar earnings, after taxes, 
were down only 2% however as compared 
with a drop of approximately 20% in 1947. 
Monthly stock turn rates slackened for the 
third consecutive year although the dollar 
value of inventories showed little change 
from the beginning to the end of the year. 

The picture for departmentized specialty 
apparel stores was little different from that 
of department stores, except that dollar 
sales showed a somewhat smaller advance 
during the year. Members of department 
store ownership groups registered a better 
profit performance in ratio to sales in 1948 
than did nonmembers, principally because of 
slightly lower payroll expense percentages. 

Perusers of the bulletin will find compre- 
hensive analyses and breakdowns of com- 
parative data covering such points as: aver- 
age sales transactions; cash, C.O.D., and lay 
away sales; basement sales; leased depart- 
ments; composition of sales by merchandise 
lines; and customer returns. For department 
and specialty store operators the bulletin ob- 
viously is of vital interest. 

Davin E. 

Stanford University 


Tue DepartMENT Store Story, by Frank 
M. Mayfield. (New York: Fairchild Pub- 
lications, 1949. Pp. 260. $5.00.) 


This is an interesting book. The author, 
having been president of the St. Louis de- 
partment store, Scruggs-Vandervoort & 
Barney, for more than a quarter century, has 
put into the book so much of his own life as 
to make it an interesting, and at times fas- 
cinating, story of the operations of a very 
large retail institution. 

The word “Story” in the title of the book 
was chosen advisedly, since the book is not a 
text book in any sense of the word. Neither 


is it a consideration of the place of depart- 
ment stores in retailing as measured by 
statistical data, or by any attempt to evalu- 
ate either their past or their future in any 
critical manner. Rather is it just what it is 
supposed to be—the story of a store—any 
big store—but more particularly the one 
with which the author is connected. As such 
the book presents much detailed information 
of value to students of retailing. Not much 
of it is new when viewed critically. Yet it is 
interesting to know that David May, the 
founder of the store group which bears his 
name, was the owner of a clothing store in 
Leadville, Colorado, during the days of the 
mining boom; or that Audubon, the great 
painter of birds, ran a general store in a small 
Kentucky town in his early life. Two chap- 
ters, “Pioneer Stores,” and “Some Famous 
Names,” are devoted to similarly interesting 
facts in retail history. But they fail to con- 
sider or account for the rise of the various 
types of retail institutions which are today 


important since the author’s purpose was 


not that at all. 

The remainder of the book is devoted to a 
description of the daily work of each of the 
principal executives of a department store 
and of many of the problems of their sub- 
ordinates. Anecdotes, illustrations, and com- 
ments drawn from a life in retailing are used 
to give life to the problems. The problem of 
sales people when selling to some types of 
customers is illustrated by the ‘incident 
wherein a man asked for a Bible. When an 
intelligent sales girl asked if he wished the 
King James, the Revised or some other 
version, he shouted and said, “I want a 
Bible just like Jesus Christ wrote it.” The 
problems of changing customer demand are 
illustrated by citing the fact that often 
special display cases are built for merchan- 
dise, the demand for which is passed by the 
time the cases can be built. 

Much of the book is devoted to simple 
statements of fact which are well-known to 
every marketing student. Perhaps one-half 
of the space is devoted to saying that good 
stores maintain courteous adjustment de- 
partments, that group buying is common, 
that the California market for women’s ap- 
parel is now important, and that the 


wigs 


| 
7 
) 
4 
| 
| | 
| 
| 
| 
| 
| 
| 
| | 
| | 
| 
| 
j 
| 
¢ 4 
| 
| 
4 


632 


THE JOURNAL OF MARKETING 


wrapping and packing section is an impor- 
tant part of a service division. These state- 
ments, trite as they are when isolated from 
their context, do, however, form part of a 
pattern or a story which will enable the 
reader who is not familiar with store organi- 
zations and practice to gain a realistic im- 
pression of the daily operations of a major 
store. In summary it may be said that al- 
though the book is not intended to be used as 
a textbook, it might furnish good supple- 
mentary reading for courses in retailing. 
H. H. Maynarp 

The Ohio State University 


THE STATISTICAL AGENCIES OF THE FEDERAL 
GovernMENT, A Report to the Commis- 
sion on Organization of the Executive 
Branch of the Government, by Frederick 
C. Mills and Clarence D. Long (New York: 
National Bureau of Economic Research, 
Inc., 1949. Pp. 201. $2.00). 


In the year ending June 1948, about 10,000 
full-time employees and 40 million dollars 
were engaged in the statistical activities of 
the Federal Government. These activities 
include the collection of information con- 
cerning such areas as: Population and vital 
statistics; the weather; the national income 
and its distribution; production, stocks, 
prices, and distributive movements of goods; 
statistics of agriculture, forestry, fisheries, 
mining, and manufacturing; imports and ex- 
ports of goods and the foreign balance of 
payments; the labor force, employment, and 
unemployment; wages, interest, profits; sta- 
tistics of money and banking; government 
finances; immigration; education; and vari- 
ous other aspects of national life. 

These data are issued in the form of re- 
ports ranging from “comprehensive census 
surveys taken every ten to five years to 
monthly, weekly, and daily current figures” 
(page 3). Importantly, these reports display 
a new characteristic. Statistical work is now 
forward-looking—to aid planning by various 
segments of our national organization— 
rather than backward-looking—emphasizing 
historical summaries. 

The tremendous scope of the statistical 
work of the Federal Government is at least 
suspected—and greatly appreciated—by 


those whose main work lies in such areas as 
market research, price studies, and other 
forms of economicand social research. Knowl- 
edge of this scope must also lead to an ap- 
preciation of the difficult task undertaken by 
Professors Mills and Long. 

This report, undertaken upon request to 
the National Bureau of Economic Research 
by Herbert Hoover, Chairman of the Com- 
mission on Organization of the Executive 
Branch of the Government, is concerned 
“with the statistical activities that serve the 
operating needs of administrative and regu- 
latory agencies of government and that 
supply Congress, the Executive Branch, and 
the public with information on economic and 
social conditions and processes. . . . In study- 
ing them we give attention to the effective- 
ness of the existing organization of statistical 
reports and analysis, the cost of administra- 
tion, and the degree to which the needs of 
the nation are met, within limits appropriate 
to governmental activity” (page 1). 

That last phrase, “... within limits ap- 
propriate to governmental activity,” is no- 
where explained, and fortunately, doesn’t 
presage any political discussions on the role 
of the government. 

The s\_ vey is divided into four main parts: 
Organization of the Federal Statistical Sys- 
tem; Operation of the Federal Statistical 
System; Appraisal; Recommendations. 

The organization of the Federal Statistical 
System is excellently presented in Table II 
(pages 9-15). This table should be in every 
research worker’s files for it lists the agencies, 
their chief statutory functions, and the 
statistics they produce or analyses they make 
for outside use. It thus can serve as a quick 
guide to the type of material available and 
the sources of this material. 

The elements of the “Federal Statistical 
Intelligence System” are classified by Profes- 
sors Mills and Long, as follows: 

Administrative agencies: The Bureau of 
Internal Revenue and the Social Security 
Administration, whose statistics are devel- 
oped to be used as instruments of manage- 
ment and indexes of performance. 

Regulatory bodies: The Interstate Com- 
merce Commission and the Securities and 
Exchange Commission, which derive statis- 
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tical measures to serve as their working tools. 

Collection agencies: Bureau of the Census, 
Bureau of Agricultural Economics, and the 
National Office of Vital Statistics. 

Analytical agencies: Council of Economic 
Advisers, the Division of Research and 
Statistics of the Board of Governors of the 
Federal Reserve System, and the Congres- 
sional Joint Committee on the Economic 
Report. These agencies are concerned solely 
or primarily with the analysis of data col- 
lected by other bodies. 

Miscellaneous agencies: Statistical Engin- 
eering Laboratory of the Bureau of Stand- 
ards, pioneering in the standardization of 
quality control procedures; Division of Statis- 
tical Standards in the Bureau of the 
Budget—a coordinating agency, authorizing 
all questionnaire forms, sponsoring inter- 
agency committees, and performing other 
functions designed to unify the activities 
of this farflung system. 

To describe the operation of the Federal 
Statistical System, the authors discuss in 
detail examples of the two most important 
types of statistical agencies: The Bureau of 
Old-Age and Survivors’ Insurance and the 
Bureau of the Census (with regard to the 
1947 Census of Manufactures). 

Although the organization and operation 
of the Federal Statistical set-up is extremely 
interesting, the authors’ appraisal of this 
system is even more interesting. 

The oft-made charge of duplication of 
effort in the statistical activities of the Fed- 
eral Government is borne out by this investi- 
gation. The following paragraph, however, 
throws interesting light on this problem: 

“The system of statistical agencies of 
government from which we derive informa- 
tion concerning the structure and processes 
of our national life has been built up without 
premeditation in response to a diversity of 
special needs. Collections of statistics on 
population, births and deaths, foreign trade, 
production of primary and manufactured 
products, natural resources, prices, wages, 
profits, and national income have been begun 
at different times since the birth of the 
nation, to serve varied purposes. Fortuitous 
factors, passing emergencies, and special 
interests have played their parts in this 


development. The statutory bases of the 
present activities of statistical agencies— 
some specific, some blanketing wide sectors 
of national life, some ambiguous, many of 
them overlapping—reflect the special and 
unrelated needs that gave rise to the original 
reports” (page 91). 

In making their appraisal, the authors 
keep in mind the fact that ours is now a 
closely knit national system. The great com- 
plexity of today’s living and working con- 
ditions and the highly integrated social and 
economic organization call for coordinated 
reports covering a wide range of social and 
economic activities. 

On the positive side of the ledger, the 
authors report: That the foundations of a 
strong system of statistical intelligence exist 
today in the Federal Government; the rich 
resources of our statistical system in “‘by- 
product statistics”—-statistics collected by 
administrative agencies in the performance 
of their regulatory or other functions; the 
increased emphasis upon analysis—fuller 


interpretation and greater use of statistics in . 


making decisions; the development and use 
of aggregate statistics; the high level of 
technical competence and the outstanding 
contributions of statisticians in the Federal 
Government; that a substantial degree of 
coordination has been effected in the system 
of statistical reports and analyses. The 
Federal Reports Act of 1942 which provided 
for the centralized clearance of report-forms 
has been a powerful instrument for integrat- 
ing statistical activities. 

Among the existing deficiencies and prob- 
lems listed, the following seem to be most 
important: 

the incomplete coordination of the statis- 
tical activities of government, which has 
already been mentioned; 

lack of proportionality in the existing 
system of statistical reports; relatively exces- 
sive development of some areas (e.g., agri- 
cultural production) and underdevelopment 
of reports in other areas (e.g., consumption 
or investment); 

lack of comparability of statistical series; 
gaps in statistical reports (e.g., periodic 
surveys of consumer purchasing power and 
demand, to show distribution of income and 
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savings available for expenditures by geo- 
graphic areas and among various consumer 

groups and income brackets, and current and 
prospective patterns of consumption and 
expenditure” (page 107). In all, the authors 
list 32 different gaps in current statistical 
intelligence. They do not recommend that all 
these gaps be filled for to fill them all would 
involve excessive costs; 

deficiencies of statistical training and of 
subject matter experience among lower and 
middle-grade personnel; 

budgetary uncertainties and resulting 
instabilities. 

These are merely a sample of the short- 
comings listed on pages 95-125. These 
examples point up the wide scope of the 
investigation. Furthermore, they indicate 
the direction the authors’ recommendations 
must take. Thirdly, they underline the dif- 
ficulty of the task of reshaping the Statistical 
Intelligence System of the Federal Govern- 
ment. : 

In general, the authors’ recommendations 
include steps that would serve to centralize 
the large-scale tasks of primary collection 
and tabulation in a single agency; 

to assign research and analysis in special- 
ized fields to a small number of specialized 
agencies and councils; 

to channel the budget and appropriation 
considerations of all statistical agencies to 
the Office of Statistical Standards and Serv- 
ices which would represent all statistical 
agencies before the Bureau of the Budget, 
the President, and Congress; 

to coordinate the activities of the various 
agencies and to establish liaison with various 
State statistical agencies. 

The keystone of the revamped statistical 
intelligence system is presented in the recom- 
mendation “that there be maintained in the 
Executive Office of the President an Office 
of Statistical Standards and Services having 
general responsibility for developing and 
maintaining a system of statistical intelli- 
gence and for its economical management” 
(page 131). 

This report, with its excellent presentation 
of the workings of the Federal Statistical 
System and its constructive suggestions for 
the improvement of that system, should find 


a highly interested audience of statisticians, 
economists, and other social scientists. 

This report, one of many prepared for the 
Hoover Commission, presents many excel- 
lent suggestions for the improvement of the 
statistical system of the Federal Govern- 
ment. Some of these suggestions have been 
made before by interested parties. Many of 
the recommendations in this report will be 
acclaimed by businessmen and social sci- 
entists. However, those who find themselves 
hoping for the enactment of at least several 
of the recommendations must also hope that 
this report does not become lost in one of the 
innumerable pigeon-holes peppering the 
Washington landscape. 

Irvinc RosHWALB 

City College of New York 


HanpBook oF SALES TRAINING, by the 
National Society of Sales Training Execu- 
tives. (New York: Prentice-Hall, Inc., 
1949. Pp. 415. $4.00.) 

This publication has been prepared by 
members of the National Society of Sales 
Training Executives working through a com- 
mittee appointed for this purpose. The fore- 
word, written by the Committee, states, 
“This book is the product of the combined 
experience of eighty-five men, all of whom 
are recognized experts in training salesmen 

.... However, there is no explanation of 

the procedure followed in assembling the 

material and no indication of the authorship 
of the various chapters. 

The title of the book is something of a 
misnomer. It is not a handbook in the gen- 
erally accepted sense but rather a survey of 
the many aspects of this important segment 
of sales management. 

The Society’s conception of sales training 
is a very broad one which starts with the 
selection of the salesman, goes through the 
various group and individual training steps, 
and extends to the supervision of the sales- 
man in the field and an evaluation of his 
efforts. The relationships of sales training to 
advertising and marketing research, other 
segments of sales management, and other 
company training programs are treated in 
separate chapters. In addition, chapters are 
devoted to such subjects as How to Conduct 
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Meetings, How to Lead Effective Confer- 
ences, and Maintaining Enthusiasm of Sales- 
men. 

This attempt to cover such a wide area in 
a study of sales training presents some dif- 
ficulties which the authors have not com- 
pletely overcome. As a matter of fact, it is 
not altogether clear what the Society con- 
siders the exact nature of sales training to 
be. The definition of sales’ training which is 
given (page 16), “Training embraces the 
concepts of research, fact-finding, discovery 
of truths, verification of principles and natu- 
ral laws, inspiration, understanding, per- 
suasion, and belief, as well as the tangible 
activities related to the transmission of skills, 
techniques, and knowledge,” does not serve 
to clarify this point. 

With respect to the personnel to be 
trained, the Society’s conception is also 
broad and is indicated by the following 
quotation (page 19): “Training, like charity, 
should begin at home—with top manage- 
ment.... Whom, other than management, 
shall the sales training director consider for 
training? The final answer is, ‘every person 
who touches or influences the movement of 
his products in the channels of distribution— 
from the end of the production line to ulti- 
mate consumption or use.’ In many concerns 
the sales trainer might also be responsible 
for certain management; all levels of service 
management; all service work-areas of plant 
training.” 

After this broad base has been established, 
the term “training” is used, generally 
unmodified, throughout the book, and little 
attention is given to the differences among 
the various types of personal selling. It is 
not until the last two chapters that specific 
attention is directed to some of the dif- 
ferences in types of selling and the resulting 
differences in training techniques. In these 
two chapters the following types of selling: 
industrial, wholesale, retail, door-to-door, 
intangibles, specialty, missionary, and tele- 
phone selling are considered briefly. Another 
important type of training, refresher train- 
ing, is given scant attention—the last two 
pages of the book. 

The basic steps and techniques of training 
are discussed in several chapters headed 


Training at the Home Office, Training on the 
Job, Training by Correspondence, Methods 
of Training, Training in Effective Speaking, 
and Preparation and Use of Audio-Visual 
Aids. Apparently as a result of the space 
devoted to some of the subjects previously 
mentioned, this material, which is usually 
considered to constitute the heart of sales 
training programs, is limited and incomplete. 
As a case in point, only a page or two is 
given to the sales training manual and its 
uses. 

An interesting and rather unusual feature 
of the book is the attention given to the 
proper selection and training of the trainer. 
This topic, which deserves special emphasis, 
has a chapter devoted exclusively to it, and 
many of the other chapters contain sections 
which deal with certain phases of it. 

Since the foreword states that, “... this 
book is crammed with material that has been 
proved to be sound, practical, and effec- 
tive,” the reader is likely to expect a con- 
siderable amount of illustrative material 


drawn from the experiences of the several’ 


large sales organizations represented in the 
Society. Such is not the case. Company 
names are not used, and documentation and 
references are conspicuous by their absence. 
Instead, there are vague references to “‘one 
authority” and similar phrases. 

The lack of specific illustrations is unfortu- 
nate. Some of these companies have pub- 
lished articles in business papers over the 
years dealing with their training programs, 
and they have been vital, interesting, and 
useful to business organizations and teachers. 
The translation of these experiences into 
generalized procedures has resulted in a 
presentation which frequently lacks effec- 
tiveness and is sometimes stereotyped and 
trite, 

The book concludes with three appendices 
which contain an outline for an applied sales- 
manship course, a “suggestive” but incom- 
plete bibliography, and a list of the mem- 
bers of the Society with their companies. 

In view of the fact that this volume points 
up the basic problems in sales training quite 
concisely and outlines basically sound train- 
ing procedures, it will be useful to companies 
interested in developing a sales training pro- 
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gram or in strengthening existing programs. 
It will also be of interest to teachers of sales- 
manship and sales management as a refer- 
ence book and possibly as a supplementary 
text. 

This reviewer hopes, however, that it will 
be possible for the Society, at some later 
date, to tackle this subject again in a some- 
what different vein. It would be very helpful 
to all interested in this field to have, in organ- 
ized form, the detailed data and “know-how” 
concerning sales training experiences which 
these companies undoubtedly have. 

Epwin H. Lewis 
University of Minnesota 


Jos Evatvuation, by John A. Patton and 
Reynold S. Smith. (Chicago: Richard D. 
Irwin, Inc., 1949. Pp. 298. $4.00.) 


Fob Evaluation is a high-grade work; the 
product of competent men well-versed in the 
lore and practices of their field. It bears the 
earmarks of thorough and devoted work- 
manship. It reflects a wealth of experience 
and an impressive familiarity with and 
mastery of the realities of job evaluation. 
While it is not, and does not profess to be, a 
pioneering work or one developing new 
theories of job evaluation, it seems to be an 
exceptionally good presentation of job eval- 
uation rationale and technique as it stands 
today. 

The clue to the chief merit of the book is 
given in the preface: “If the reader, after 
studying this volume, realizes that the elimi- 
nation of wage inequities involves substan- 
tially more than evaluation of jobs and sub- 
sequent assignment of money rates to jobs, 
the efforts of the authors will have been well 
rewarded.” Again, “Unfortunately, many 
job evaluation applications have failed to 
gain their objectives—the failures result, to 
a large extent, from lack of knowledge of job 
evaluation practicalities.” The authors do 
stick closely to practical consideration and 
take great pains to keep the reader conver- 
sant with them as they arise. Every step in 
the job evaluation process is meticulously 
described and illustrated so that one can 
easily understand and so he feels very much 


in touch with realities. In addition to illus. 
trations, specially designed forms, always 
well-adapted and easy to understand, are 
presented so that one can visualize the paper 
work at all times. When every stage and 
phase of the task is thus vividly portrayed, 
the many problems of job evaluation and the 
limitations of its present techniques become 
apparent. The authors seem quite frank 
about them. 
There are four so-called job evaluating 

plans: 

Predetermined grading 

Job ranking 

Factor comparison 

Point rating 

These are methods of rating jobs—arrang- 

ing them in the order of the importance of 
what the employee gives or the employer 
receives. The first method or plan consists 
of putting jobs into pre-determined grades. 
The second involves ranking selected key 
jobs in order of their relative worth and then 
comparing other jobs with those and deter- 
mining their position on the list. The third 
and fourth methods make use of an impor- 
tant refinement, namely that instead of 
requiring the job evaluator to look at a job 
in its entirety and appraise its composite 
worth, they employ selection strategic fac- 
tors or characteristics common to the jobs 
and appraisal of each job on the basis of each 
factor or characteristic. The most common 
factors are skill, mental effort, physical 
effort, responsibility, and working condi- 
tions, but often more than five factors are 
used. In the case of the factor comparison 
method this rating is checked against a 
rating arrived at by splitting the going wage 
rate for each job among the various factors. 
For instance, the $1.33 hourly rate of a crane 
operator might be attributed $.65 to skill, 
$.15 to mental effort, $.16 to physical effort, 
$.19 for responsibility, and $.18 to working 
conditions. After all jobs have been treated 
in their manner, they are ranked with respect 
to the amount of money assigned to mental 
effort, etc. Then these rankings are com- 
pared with the corresponding results achieved 
by direct factor ranking and discrepancies 
reconciled. 
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Point rating consists of these steps: 

1. Selecting characteristic suitable for 
the jobs to be ranked. 

2. Establishing minimum and maxi- 
mum degrees for each factor. 

3. Defining characteristics and degrees. 

4. Establishing weights to be accorded 
each characteristic and degree and 
assigning points to each degree of 
each factor. 

5. Selecting key jobs and evaluating 
them according to the above system. 

Thereafter, of course, other jobs would be 
ranked into the list as in the case of the two 
preceding methods. 

These various plans, here rather inade- 
quately suggested, are treated with satisfy- 
ing fullness and clarity in the text, well 
illustrated and backed up with forms. The 
advantages and disadvantages of each 
method are given in connection with the 
description of the method. One could wish 
that these advantages and disadvantages 
had been elaborated after all the methods 
had been described and then further brought 
home to the reader by selecting the respec- 
tive methods best suited for use with various 
types of firms, on the basis of those advan- 
tages and disadvantages. This would have 
been in line with the policy of rendering the 
book concrete. 

Once a job evaluation method has been 
selected which is suitable for the given firm, 
the evaluation process can begin, assuming 
that adequate job descriptions have been 
written. The chapter dealing with job de- 
scription is quite instructive. Actual evalua- 
tion is developed by the point rating method 
only. Great stress is laid on the importance 
of adequate job descriptions and of clear 
definitions of factors or characteristics, and 
of degrees of these. An excellent selection is 
made of instructive job evaluating situa- 
tions. 

After the evaluation process come the 
industry and/or area surveys of wage rates 
of key jobs to determine wage levels. The 
purpose of these is to assure the firm that 
its wage scale will be up to competitive 
levels with wage scales of other firms. This 
subject is well treated. There would seem to 


be present here, however, one limitation 
which, though no fault of the authors, might 
well have been acknowledged (or explained 
away). It cccurs to the casual reader that 
the competition may not be very well joined. 
It is not wage levels that compete, but spe- 
cific wage rates. In a firm that has been sub- 
jected to job evaluation the improved wage 
structure will probably be quite different 
from that of a firm which has not. Hence, 
even though an evaluated firm brings its 
wage level to parity with wage levels of 
other firms, there may be still considerable 
disparities in the rates of turret lathe opera- 
tors and polishers in the firm as compared 
with the rest of the industry or area. 

The chapter titled “The Wage Curve” 
dealing with the establishing of the wage 
scale strikes the reader as being masterly. Its 
utilization of scatter diagrams and other 
statistical devices, its simplicity and the 
sense of adequacy which it imparts make it 
at least one of the best chapters in the book. 
It is certainly the most interesting chapter. 

The remaining chapters make good the. 
implied promise of the preface, namely, to 
show that the problem of just wage structure 
involves more than evaluation of jobs and 
assignment to them of money rates. There 
are excellent chapters on selling job evalua- 
tion to all parties concerned, on selection of 
the evaluating committee with reference to 
its function both in job valuation and sub- 
sequent work in keeping the system in suc- 
cessful operation, on the overall administra- 
tion of a job evaluation system, and on 
special problems and reasons for failures. 
These chapters are written with fully as 
much care as those dealing with the initial 
evaluation and wage setting. It is made 
abundantly clear that a system of rates, once 
established is not a static thing. The prob- 
lems and difficulties here are illustrated to 
the same extent as are those connected with 
the various stages of establishing the system, 
and they are treated with the same meticu- 
lous care and thoroughness. The numerous 
causes of failure and the amount and kind of 
care and work that must be expended to keep 
the system operating successfully are vividly 
presented. It is probably in these last chap- 
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ters that the reader gets the most realistic 
understanding of what job evaluation means. 

The book is obviously valuable to job 
evaluators, whether professionals or mem- 
bers of a business or industrial firm who are 
to have major roles in setting up or adminis- 
tering a job evaluation system. For a busi- 
ness firm it would seem to be one of the very 
best books available because of its concrete- 
ness, thoroughness, scope, and well-placed 
emphases. 

It is a good book for students of labor 
problems in that it gives a clear understand- 
ing of the reasons for job evaluation and a 
realistic appreciation of the problems of 
eliminating wage inequalities through job 
evaluation. 

CuesTer O. Ecner 
Butler University 


Retait Crepir MANAGEMENT, by Clyde 
William Phelps. (New York: McGraw- 
Hill Book Company, 1949. Pp. 477. $5.00.) 


Through this work Dr. Phelps has made 
another important contribution to the liter- 
ature of retail credit. The first five chapters 
concentrate upon questions of personnel 
qualifications, selection of employees, train- 
ing of employees, layout, equipment, and 
organization of the credit office. These topics 
are, of course, standard to any treatment of 
office management. Their inclusion in a work 
of this sort is, however, warranted in view of 
the audience to which the book is directed 
especially since the detailing of standard 
principles in terms of credit department 
situations makes the general principles more 
realistic to operating credit managers and 
general students. 

In the opinion of this reviewer an original 
contribution to credit thinking is made in the 
sections dealing with policies relative to the 
granting of credit and to principles of col- 
lections. By setting forth principles govern- 
ing the acceptance of consumer credit in a 
clear and lucid style Dr. Phelps has clarified 
some things which have previously been 
confused; as his principles are understood 
and applied by retail credit managers con- 
sumer credit should be thereby sounder. 
Similarly, his approach to the principles of 
collections are practical and clear and cer- 


tainly his emphasis upon the temporary sus. 
pension principle is a practical answer to a 
problem which unduly bothers many retail 
credit managers. 

The three chapters on credit department 
statistics and research should be very sug- 
gestive to any manager of credit sales who 
wants to know more about the operation of 
his department. Properly used as guides to 
operations the manager should do a better 
job of controlling and planning operations 
rather than find himself controlled by his 
debtors. 

The four chapters on the operation of 
credit bureaus and of the National Retail 
Credit Association bring together a body of 
historical facts and current information 
which has heretofore been available only in 
widely scattered and inaccessible sources. 

This book on credit management should be 
extremely useful in the educational program 
of retail credit groups and of credit bureau 
personnel. Combined with Dr. Phelps’ 
earlier book, “Retail Credit Fundamentals,” 
it makes possible a complete educational pro- 
gram. for operating credit personnel. The 
book should also find a place as a reference 
source on retail credit in those courses which 
limit their work in credit to one semester and 
could well be used as one of the text books in 
any college course in retail credit. 

Harvey W. Hvecy 
University of Illinois 


SToRE ORGANIZATION AND OPERATION, by 
O. Preston Robinson and Norris B. 
Brisco. (New York: Prentice-Hall, Inc., 
1949. Pp. 582. $5.00.) 

In this new edition of the well known book, 
titled Retail Store Organization and Manage- 
ment in the first edition, the organization and 
non-merchandising operations of department 
stores are described and analyzed. Three of 
the 18 chapters are devoted specifically to 
store organization, principally of department 
stores and the central offices of chain stores. 

Most of the other chapters concern activi- 
ties under control of the “store manager” 
or “store superintendent.” The duties of the 
store manager “include supervision of the 
physical operation, upkeep, and maintenance 
of the store; control over the employment 
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and administration of the personnel; respon- 
sibility for the physical handling and care of 
merchandise, supplies, and equipment; the 
supervision of service; the control of ex- 
penses; and the operation of other nonselling 
departments and activities essential to the 
profitable management of the business” 
(p. 6). The reader is told in the preface that 
“Problems of merchandising, sales promo- 
tion, and retail store accounting and control 
are not discussed in this book.” 

The activities under the direction of the 
store manager which are treated in some 
detail can be grouped into four main cate- 
gories: (I) services to customers (physical 
handling of sales, packing and wrapping, 
delivery, adjustments, mail and phone 
orders), (2) personnel management, (3) budg- 
eting and expense control, and (4) facilitat- 
ing activities (receiving, maintenance, sup- 
ply, operation of workrooms, store protec- 
tion). There also is one chapter on store 
location and one on store layout. 

The book is on the whole well written. The 
style is clear. Principles are emphasized 
against a background of sufficient illustrative 
material to facilitate their comprehension. 
The authors’ exhibit in a number of chapters 
a pleasing faculty for stating objectively the 
arguments on opposing sides of an issue and 
making their own conclusion persuasively 
clear without insistence that contrary judge- 
ments are necessarily in error or impractical. 
Administrative procedure is explained skill- 
fully. The chapters on store expense and the 
pay-roll budget are especially lucid. 

The most obvious weakness of the book 
consists of the implication in its title, intro- 
duction, preface, and scattered sentences 
throughout the text that it concerns the 
operation of substantially the full range of 
retail stores. It is true that there are some 
specific suggestions that particular principles 
set forth in the book are applicable to small 
stores, but in fact almost all of the descrip- 
tion and analysis concern medium-sized and 
large department stores. For example, in the 
18}-page chapter on store layout, 9} pages 
are devoted to vertical transportation in the 
store. Under the sub-heading “Store Appear- 
ance,” the sub-conscious disregard for the 
small store is still apparent in the statement 


that “Most merchants are particularly con- 
cerned about the appearance of their first 
floors” (p. 129). 

In spite of such minor blemishes as that 
mentioned above, the book is very well 
directed toward the authors’ stated objec- 
tives. These objectives “are to present the 
basic principles and accepted practices of 
successful store organization in such a way 
as to make them useful, both to store operat- 
ing executives and to classroom students” 
and to treat “the problems of store manage- 
ment as they are faced by the store operating 
executive” (p. vviii). 

Davip W. 
The Ohio State University 


Tue Po.usters, by Lindsay Rodgers. (New 
York: Alferd A. Knopf, 1949. Pp. XI, 
239-) 

As the complete title, The Pollsters, 
Public Opinion, Politics, and Democratic 
Leadership, indicates, this book is concerned 
with more than pollsters and polling per se. 
It is directed primarily at the thinking citi- 


zen as a citizen. Yet specialists would do well © 


to consider the general position presented in 
this book as well as the many specific objec- 
tions the author raises against the activity 
and philosophy of pollsters. Rodgers’ work 
is in the nature of a political tract rather 
than of a systematic treatise on the assump- 
tions and methods of opinion polling. The 
statements or “pretentions”’ of the pollsters, 
principally Gallup, Roper, and Crossley, 
have “raised his passions,” but he trusts not 
unduly. His somewhat emotional presenta- 
tion makes for interesting reading although 
precluding objectivity. In spite of this short- 
coming the book should be read at least in 
parts by the pollster, the market researcher, 
and the political scientist as well as by the 
intelligent citizen. 

The Pollsters has a very polished and pleas- 
ing style, the excellence of which far exceeds 
the excellence in content. The book is loaded 
with quotations from a wide variety of fields 
and writers. Most of them are very much to 
the point, and a number have the punch of a 
cartoon caption. Many of these quotations 
are from public opinion literature with which 
Rodgers is evidently quite familiar. One 
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would not be able to find so many quotations 
unfavorable to public opinion polling in the 
literature of the field without a long and 
diligent search. 

Rodgers, as does many a layman, takes 
pride in his lack of knowledge of sampling 
theory and polling methodology. This lack 
would be quite evident from his work even 
without his frequent confessions of ignorance. 
He also appears to be epistemologically un- 
sophistocated. This is particularly noticeable 
in his chapter, “Measurement in the Social 
Sciences.” 

Mr. Rodgers chastises the pollsters con- 
tinually for their failure to define “public 
opinion” as it is used and understood in 
common parlance. In no place, however, 
does he give an operational definition of his 
own nor does he hesitate to discuss public 
opinion throughout his book. He would, I 
believe, assert in defense that attempted 
qualitative discussion of an undefined phe- 
nomenon is a lesser evil than purported 
measurement. 

His book is liberally sprinkled with in- 
consistencies. These discrepancies are par- 
ticularly apparent in Chapter 17 in which 
Mr. Rodgers states the positive contributions 
of polls as he sees them. For example, he 
confesses that the public opinion polls can 
debunk the claims of a pressure group in 
regard to the amount of strength behind 
it. This is to admit that polls can measure, 
at least roughly, public opinion on important 
issues. Furthermore, if a local community 
can speak decisively through polls on matters 
of local concern, why cannot the national 
community speak decisively on matters of 
national concern? 

Rodgers’ philosophy of representative 
democracy resembles Burke’s. Burke believed 
that the legislator serves his electorate best 
when he bases his decisions on his reasoned 
judgment of what is the common weal rather 
than on the aggregate wishes of his electorate 
and that when he follows the opinion of his 
electorate against the dictates of his reason 
and conscience, he is prostituting his func- 
tion. Under this assumption knowledge of 
public opinion, even if available and accurate, 
has a very limited contribution to make to 


successful working of representative democ- 
racy. 

According to Mr. Rodgers the pollsters’ 
reflections of majority “opinion” are crude 
and misleading. Parts of the pollster’s diffi- 
culty, Rodgers believes, arises from an im- 
proper concept of public opinion. Answers 
to questions reflect only vaguely the respond- 
ents’ potential reactions in the real political 
process. Rodgers feels that in most cases the 
“loudness of the yeses and noes” is not 
obtained, and that what people say they are 
thinking may vary greatly from what they 
actually do think. 

Part of the pollsters’ difficulty in reflecting 
majority opinion comes from bad techniques 
and practices. One of their greatest crimes 
of omission is their failure to adopt proba- 
bility sampling. Rodgers also disapproves of 
the pollsters’ tendency to play down the 
“no opinion” section of respondents in re- 
porting results. He furthermore condemns 
the practice of reporting results which have 
been subjected to rather complicated statisti- 
cal adjustments as if they were straight 
tabulations of answers. 

Epwarp A. IpE 
Alderson &8 Sessions 
Philadelphia, Pa. 


TEXTBOOK OF SALESMANSHIP by Frederic 
A. Russell and Frank H. Beach. (New 
York: McGraw-Hill Book Company, Inc., 
Fourth Edition, 1949. Pp. 589. $4.50.) 
Russell and Beach’s Textbook of Sales- 

manship is the fourth revision of a book 

which has enjoyed wide acceptance since 

1924. The most distinguishable result of 

the latest revision is better organization— 

virtually the entire book has been reorgan- 
ized and rewritten. 

The authors state that their objectives 
have been readability, interest, and good 
organization. They have succeeded in these 
objectives. It is necessary however to exam- 
ine the authors’ concept of motivation since 
this is the basis for understanding the process 
of salesmanship. 

Russell and Beach explain motivation as 
follows: “A person’s behavior is the reaction 
of his organism to certain stimuli: stimuli- 
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organism-reaction.” This analysis is in effect 
a statement of behaviorism. The leading 
present day psychologists and sociologists, 
primarily as a result of clinical studies, ap- 
pear to include more factors than stimuli 
alone as an explanation of behavior. Now 
motivation is explained as a result of many 
influencing factors including psychological, 
cultural, etc. as well as stimulii. 

Since motivation is the very heart of every 
book in salesmanship, it is our opinion that 
any attempts to build sales strategy around 
the “stimuli-organism-response”’ concept are 
weak. They are weak because they make the 
job of salesmanship look too simple. Russell 
and Beach, for example, tend to leave the 
impression that salesmanship is a synthesis 
of buying motives and talking points. This, 
however, is superficial since a purchase is 
the result of a combination of buying motives. 

Selling is not a simple process. It is an 
involved and difficult job. It requires much 
more than a knowledge of certain funda- 
mentals and strategies. 

This is not meant to imply that a better 
understanding of motivation (and its in- 
corporation in a text) is a panacea for all 
the ills of salesmanship. It will, in our opinion 
however, facilitate the solution of sales 
problems. It should lead to better texts, 
better classroom presentation, better sales- 
manship. It should also establish greater 
respect for the profession. 

Russell and Beach are aware of some of 
the changes that have come about in our 
understanding of motivation and have in- 
corporated them. They recognize the deficien- 
cy of “instincts” as sole motivating factors. 
Also, they point out the inadequacies of 
“type” analysis. The section devoted to the 
preapproach might even be considered an 
attempt to incorporate the ideas of cultural 
influences on motivation. Yet the average 
teacher, and most certainly, the average 
student will not recognize it. The deficiency 
does not lie in the more particular aspects 
of the text, but in its over-all effect. 

This text is useful to provide background 
for the analysis of problems of salesmanship. 

ough the application of its fundamentals 
to these problems the student can be shown 


interpretive processes. The point of the above 
criticism, however, is that the teaching proc- 
ess would be more simple if a more complete 
statement of motivation were included in 
the text. 

The following is a review of the three 
main parts of the text. The first two chapters 
review the “Definition and Importance of 
Salesmanship” and the historical develop- 
ment of salesmanship. Chapter 3, an analysis 
of the “Types of Selling Jobs,” is in much 
better form than in the previous editions. 
Three “cases” at the end of the chapter 
aid in a further understanding of the nature 
of the selling task by types of salesmen. 
Chapter 4 deals with those personal elements 
which make for good salesmanship. Stressing 
the point that different types of selling jobs 
require different personalities, and that this 
text is dedicated primarily to aid in training 
specialty salesmen, the authors attempt to 
facilitate the teaching problem. The summary 
section has three suggestions for self-improve- 
ment: “The first step is to find out what 
personality traits most need improvement— 
to make a sort of inventory. ... (2) We can 
follow the famous plan of Benjamin Franklin 
and make a list of virtues that we plan to 
develop, rating ourselves on each one from 
week to week. ... (3) We can expose our- 
selves to helpful contacts such as inspiration- 
al books, the right kind of people, good 
motion pictures, radio programs, sermons, 
lectures.” 

“Knowledge of One’s Self,” is promulgated 
in Chapter 4 as the first of three funda- 
mentals of salesmanship. “Knowledge of the 
Product” is the second. Chapter 5 is devoted 
to the details of why product knowledge is 
important and how it can be employed to 
bring increased sales. The major element in 
obtaining product knowledge is to build 
confidence in the salesman. 

“Knowing the Prospect,” the third funda- 
mental, is taken up in Chapter 6. This is the 
area where the stimuli response theory is 
used in the explanation of motivation. Since 
we have already commented on that, there 
is no necessity for a further discussion. 
Chapter 7, “Prospecting,” is much easier 
to teach than in previous editions. It is the 
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first chapter in Part Three: “Sales Strategy 
and Technique.” The inclusion of the “Louis 
Behr prospecting system,” for example, pro- 
vides excellent material for classroom dis- 
cussion. 

Sales strategy, according to the authors, 
includes not only prospecting but a pre- 
approach, an approach, a demonstration, the 
ability to handle objections and to make a 
close. These points are covered in the Chap- 


ters 8 through 15. Clarity and readability, 


as well as comprehensiveness, are especially 
evident in these chapters. There is a world 
of material which can be used either as an 
aid in the development of individual sales 
talks or in the analysis of sales problems. 

The last two Chapters (16 and 17) are 
concerned with retail salesmanship and with 
“The Salesman and His Firm.” The central 
theme of the latter chapter is that the de- 
velopment of a better understanding be- 
tween the salesman and his firm can come 
only with a mutual understanding and re- 
spect for the problems facing each group. 
Chapters 16 and 17 may be especially inter- 
esting to those who are offering a course in 
salesmanship and sales management com- 
bined. 

Despite the criticisms offered above, this 
text is considered superior to others in the 
field and accordingly is recommended for 
classroom use. 

BEeRnarD F, TrimPE 
The University of Tennessee 


Unitep States INTERNATIONAL TIMBER 
TRADE IN THE Paciric AREA, by Ivan M. 
Elchibegoff. (Stanford, California: Stan- 
ford University Press, 1949. Pp. 302. 
$7.50.) 

President Truman’s emphasis on forest 
conservation, encouragement of trade, and 
aid to undeveloped and underdeveloped areas 
of the world gives particular timeliness to a 
survey of international timber trade recently 
published by Stanford University Press. 

The book is United States International 
Timber Trade in the Pacific Area by Ivan 
M. Elchibegoff. It presents the postwar 
timber situation plus a wealth of comparative 
background material on the varying prob- 
lems facing the United States and 26 other 


Pacific countries engaged in world timber 
trade. 

Elchibegoff compares economic and geo- 
graphical factors, pointing out their inter- 
dependence. He examines resources, land 
utilization, and population. He considers 
costs, tariffs, and transportation. He weighs 
the international implications in the light 
of postwar developments. 

Particular attention is given to the position 
of forest resources and industries in the 
national economies of undeveloped and 
underdeveloped countries of the Pacific area, 
The author points out their potentialities 
for development and the probable effect on 
world timber economy. 

Colonel W. B. Greeley, vice-president of 
the West Coast Lumbermen’s Association 
writes the Foreword. Numerous charts, 
tables, and distribution maps add value to 
this thorough-going survey of the internation- 
al timber situation. 


BOOKS RECEIVED 


Advertising Copywriting, by Burton, Kreer and Gray. 
(New York: Prentice-Hall, Inc., 1949. Pp. 521. 
$5.75.) 

Advertising Copy and Layout, by Manning Seil and 
Frank B. Senger. (St. Louis: Educational Publishers, 
Inc., 1949. Pp. 51. No price given.) 

Cases in Credits and Collections, by Theodore N. Beck- 
man and Schuyler F. Otteson. (New York: McGraw- 
Hill Book Company, 1949. Pp. 369. $4.50.) 

Credits and Collections in Theory and Practice, Fifth 
Edition, by Theodore N. Beckman and Robert 
Bartels. (New York: McGraw-Hill Book Company, 
1949. Pp. 800. $6.00.) 

Credits and Collections, by Ettinger and Golieb. (New 
York: Prentice-Hall, Inc., 1949. Pp. 393. $4.00.) 

The Consumer and the Economic Order, Second Edition, 
by Warren C, Waite and Ralph Cassady, Jr. (New 
York: McGraw-Hill Book Company, 1949. Pp. 440. 
$4.50.) 

The Eyes and Ears of the Market, by Albert E. Sawyer. 
(George Washington University, 1949. Pp. 109. No 
price given.) 

Practical Exporting, by Philip MacDonald. (New York: 
The Ronald Press Company, 1949. Pp. 355. $4.00.) 
Printing and Promotion Handbook, by Daniel Melcher 
and Nancy Larrick. (New York: McGraw-Hill Book 
Company, 1949. Pp. 386. $5.00.) ; 

Standards and Labels for Consumers Goods, by Jessie 
V. Coles. (New York: The Ronald Press Company, 
1949. Pp. 556. $5.00.) 

Small Business, Its Place and Problems, by A. D. H. 
Kaplan. (New York: McGraw-Hill Book Company, 
1948. Pp. 281. $3.25.) 
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GEORGE H. BROWN 
Editor 


1950 
Announcement of 1950 Officers 


The Tellers Committee reported the fol- 
owing officers for 1950: 


President: Everett R. Smith, Macfadden Publications, 
New York, N. Y. 

Vice President: Wilford L. White, Department of Com- 
merce, Washington, D. C. 

Vice President: Robert F. Elrick, Pepsodent Division, 
Lever Bros, Co., Chicago, IIl. 

Treasurer: Donald E. West, McCall Corporation, New 
York, N. Y. 

Secretary: George H. Brown, School of Business, Uni- 
versity of Chicago, Chicago 


Directors Elected for 1950-51 

Harold P. Alspaugh, H. J. Heinz Company, Pitts- 
burgh, Pa. 

Delbert J. Duncan, Cornell University, Ithaca, N. Y. 

William W. Heusner, Pabst Sales Company, Chicago, 
Ill. 

Hugh H. MacMillan, Detroit Free Press, Detroit, 
Mich. 


Directors Continuing through 1950 
Robert J. Eggert, American Meat Institute, Chicago, 
Ill. 
William C. Gordon, Jr., Curtis Publishing Company, 
Philadelphia, Pa. 
Bernard Gould, Toni Company, Chicago, Ill. 
Paul Haynes, International Surveys, Ltd., Montreal, 
Quebec, Canada 
Directors-at-large 
Robert T. Browne, Pillsbury Mills, Inc., Minneapolis, 
Minn. 
Clyde W. Phelps, University of Southern California, 
Los Angeles, Calif. 
Immediate Past President-Director 
Harvey W. Huegy, University of Illinois, Urbana, II. 


Fournal of Marketing Officers 1950 
Editor-in-Chief 


Ralph Cassady, Jr., University of California, Los 
Angeles, Calif. 


Managing Editor 


E. R. Hawkins, Johns Hopkins University, Baltimore, . 
Md. 


Business Manager 


Robert N. King, Batten, Barton, Durstine & Osborn, 
Inc., New York, N. Y. 


The Tellers Committee for the 1950 elec- 
tion consisted of the following: 


William F. O'Dell, Chairman Market Facts, Inc., 
Chicago 

Richard W. Cox, DePaul University 

Keo Currie, Needham, Louis & Brorby 

R. J. Eggert, American Meat Institute 

C. T. Heusinkveld, Armour & Company 


In accordance with the recommendation: 


of the Tellers Committee for the 1949 elec- 
tion, the names of all candidates on the 1950 
ballot were rotated. The opinion of the 1950 
Tellers Committee on this procedure is 
contained in the excerpt reproduced below: 

“Of the 2950 ballots mailed, 1752 (59.4 
per cent) were returned within the stated 
deadline. This compares to 54.2 per cent 
returned for the 1949 election. 

“In order to make certain that positional 
bias would not be present, the ballots were 
printed so that each candidate’s name was 
rotated. An analysis of the possible bias 
caused by position reveals that in this elec- 
tion the outcome would have been the same 
for all officers and directors had the names 
not been rotated. 

“However, there is evidence to support 
the conclusion that positional bias favored 
the top listing for the office of vice president 
and directors, but was not present for the 
office of the presidency. Had the election 
been extremely close in some instances it is 
possible that the position of the candidate’s 
name on the ballot could have been a deter- 
minant factor. 
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“Thus, it is the recommendation of this 
committee that the practice of split runs 
be continued.” 


NEW MEMBERS 


The Association welcomes the following 
new members who were accepted during the 
period from August1, 1949, through October 
31, 1949. 

Abel, Harold 

2601 Grape St., Denver 7, Colo. 
Adams, Robert C. 

Carnegie-Illinois Steel Corp., Pittsburgh 
Ahern, Jane J. 

R. J. Potts-Calkins & Holden Adv. Agency, Kansas 

City 8, Mo. 
Aiberts, Erwin O. 

Marathon Corp., Menasha, Wis. 
Alexander, James M. 

139 N. Highland Rd., Springfield, Pa. 

Allen, M. Elizabeth 

Burlington Mills Corp., New York 1, N. Y. 

Alton, A. J. 
422 E. Church St., Oxford, Ohio 
Alvarez del Real, M. Eloisa (Srta.) 

Sabates, S. A., Havana, Cuba 
Ansley, Ben J. 

1st National Bank of Akron, Akron 2, Ohio 
Anson, R. C. K. 

British Export Trade Research, Washington, D, C. 
Antle, Lloyd L. 

L. L. Antle & Co., Inc., Avandale Estates, Ga, 
Armstrong, R. Thomas 

Dearborn Motors, Detroit 3, Mich. 

Attebery, A. J. 

Socony Vacuum Oil Co., Kansas City 13, Mo. 
Avery, Henry ; 

G. L. Cabot, Inc., Boston, Mass. 

Bailey, D. Paul 

Iron Fireman Mfg. Co., Portland 7, Ore. 
Baird, Roger W. 

Vanity Fair Mills, Inc., Reading, Pa. 
Baker, Marvin Larry 

984 Sheridan Ave., New York 56, N. Y. 
Baldwin, John Lendrum 

Leon Burnett Co., Inc., Chicago 1, Ill. 
Balson, J. Clifford 

McConnell-Eastman & Co., Ltd., Toronto, Canada 
Barksdale, Hiram C. 

Washburn Muncipal University, Topeka, Kan. 
Barton, Robert 

Rt. 2, Box 848, San Jose, Calif. 

Baum, Emanuel L. 

State College of Washington, Pullman, Wash. 
Baum, Newman N., 

Schenley Industries, New York 1, N. Y. 

Beardsley, Arnold D. 

9 St. Lukes Pl., New York 14, N. Y. 
Belcher, Paul Eugene 

1st National Bank of Akron, Akron 8, Ohio 


Bennett, George R. 
George R. Bennett Co., Inc., Buffalo 2, N. Y. 
Benz, Walter L. 
34-15 94th St., Jackson Hts., L. I., N. Y. 
Berman, Alvin 
3812 Whitman, Seattle, Wash. 
Boland, John E. 
Fuller & Smith-Ross, Inc., Chicago 3, Ill. 
Borwick, Peter W. 
Federal Housing Admin., Detroit, Mich. 
Brand, Alice M. 
56 Fairview Ave., Wheeling, W. Va. 
Brown, George B. 
Minn, & Ontario Paper Co., Minneapolis, Minn. 
Brownlee, Roland H. 
Joan Fabrics Corp., 350—sth Ave., New York, N. Y. 
Buckman, William A. 
Edward N. Hay Associates, Inc., Philadelphia, Pa. 
Bugbee, Alan C. 
McGraw-Hill Publishing Co., Philadelphia 3, Pa. 
Burke, Virginia 
Davidson Rubber Co., Charlestown, Mass. 
Burns, Robert B. 
Welex Jet Services, Inc., Fort Worth 9, Tex. 
Butcher, Bert B. 
7854 Glencoe, Denver, Colo. 
Casey, Richard F. 
National Analysts, Inc., Philadelphia 2, Pa. 
Chaitt, Elliott 
620 E. Wyoming Ave., Philadelphia 20, Pa. 
Churchill, R. L. 
Tennessee Eastman Corp., Kingsport, Tenn. 
Cleman, Fred 
18 S. 37th St., Covington Apts, Philadelphia, Pa 
Cline, Paul F. 
Redmond Co., Inc., Elm St. Plant, Owosso, Mich. 
Coffin, Joe 
Television Research Assoc., 17573 N. Ivar, Holly- 
wood 28, Calif. 
Comell, Robert C. 
6902 N. Wolcott Ave., Chicago 26, Ill. 
Conde, John P. 
Askania Regulator Co., Chicago 11, Ill, 
Cook, Jay D., Jr. 
P.O. Box 67, Granville, Ohio 
Coulson, John S. 
Joseph White & Assoc., 205 Wacker Dr. W., Chicago 
6, Ill. 
Cox, H. Ross 
Cleveland Plain Dealer, Superior St. at E. 6th St., 
Cleveland, Ohio 
Cram, Ramon S. 
The Columbus Dispatch, 34 S. Third St., Columbus 
16, Ohio 
Cray, Raymond E, 
Ohio State University, Columbus, Ohio 
Crockett, David 
Carnegie-Illinois Steel Corp., Pittsburgh, Pa. 
Cross, Robert N. 
University of Michigan, Ann Arbor, Mich. 
Crump, George Robert 
1744 E. Shady Grove Rd., Irving, Tex. 
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DeJernett, Ira E. 
Ira E. DeJernett Advertising, 812 Wilson Bldg., 
Dallas 1, Tex. 
DeJongh, Edward 
University of Washington, Seattle 5, Wash. 
DeNoyer, Irene 
55 S. New Hampshire, Los Angeles 5, Calif. 
Devere, F. Guild 
Owens-Corning Fiberglas, 16 E. 56th St., New York 
22, N. Y. 
DeWitt, Frank 
Management Research Associates, 2624 S. LaCienega 
Blvd., Los Angeles, Calif. 
Donnahoe, Alan S. 
3416 Monument Ave., Richmond, Va. 
Dornburg, James H. 
Emory University, Atlanta, Ga. 
Edell, Robert Howard 
410 E. 17th St., Brooklyn 26, N. Y. 
Edwards, George A. 
University of Buffalo, Buffalo, N. Y. 
Ehrenberger, Joseph 
242g Pennsylvania, Dallas 8, Tex. 
Emack, John B., Jr. 
National Analysts, Inc., Philadelphia 
Fagan, C. L. 
Eastern Illinois State College, Charleston, Ill. 
Falvey, John M. 
Pepsodent Co., 141 W. Jackson Blvd., Chicago 4, Ill. 
Fasules, James E, 
1426 N. Lotus Ave., Chicago 51, Ill. 
Firestone, Sidney H. 
1683 University Ave., Bronx 53, N. Y. 
Flinn, William Adams 
1020 Springfield Rd., Atlanta, Ga. 
Fortune, Harrison G. 
1621 W. Division St., Chicago 3, Ill. 
Frank, Sarah R. 
Needham, Louis & Brorby, 135 S. LaSalle St., 
Chicago 3, Ill. 
Frantz, Edwin T. 
Standard Oil Co. of Ohio, Midland Bldg., Cleveland 
15, Ohio 
Freeman, Lawrence 
University of Oklahoma, Box 142, Faculty Exchange, 
Norman, Okla. 
Friedman, Theorodore 
730 De Camp Ave., Schenectady 8, N. Y. 
Fulvio, Frank J. 
503 Larchwood Ave., Upper Darby, Pa. 
Furstenburg, Maxine 
114 E, 39th St., New York 16, N. Y. 
Gatterdam, Eugene A., Jr. 
3819 Walnut St., Philadelphia 4, Pa. 
Gibson, Powell 
4413 San Carlos Dr., Dallas, Tex. 
Gould, Dr. Jay M. 
— Institute, 21 E. 63rd St., New York 21, 
4 
Gourlay, R. E. 
Vickers & Benson, Ltd., 1440 St. Catherine St. W., 
Montreal, Canada 


Grasch, Jean B. 
Marshall Field & Co., Research, 111 N. State St., 
Chicago 90, Ill. 
Hagar, Eva Lee 
3918 Normandy, Dallas 5, Tex. 
Halvorson, Earle H. 
University of Nebraska, Lincoln 8, Neb. 
Hardin, Frances S. 
Colorado Woman’s College, 1800 Pontiac St., Denver 


Hart, George W. 
General Electric Co., 5 Lawrence St., Bloomfield, 
N. J. 
Hartsig, Robert R. 
137 Dauntless Lane, Hartford, Conn. 
Hartwell, Roy A. 
4408 Swiss-Apt. 1, Dallas, Tex. 
Hewitt, F. R. de G. 
Thomas Hedley & Co., Ltd., Newcastle on Tyne 1, 
England 
Heydinger, Norman F. 
Libbey-Owens-Ford Glass Co., Nicholas Bldg., 
Toledo 3, Ohio 
Hillier, Kenneth L. 
Kansas State Teachers College, Pittsburg, Kan. 
Hitchcock, Vernon 
Time, Inc., 9 Rockefeller Plaza, New York 20, N. Y. 
Hodgson, Dorothy B. 
Monsanto Chemical Co., Chemical Lane, Everett 
49, Mass. 
Hoffman, Marvin 
Miss. State College, State College, Miss. 
Hogue, Holmes M. 
Muller Co., Ryan St., Lake Charles, La. 
Horning, Kenneth Baker 
University of Oklahoma, Norman, Okla. 
Houfek, Lyman J. 
E. J. Brach & Sons, 4656 W. Kinzie St., Chicago 44, 
Ill. 
Ide, Edward A, 
R.D. $2, Newtown Square, Pa. 
Jamar, William V., Jr. 
Radio Station KRID, McAllen, Tex. 
Johnson, Wesley Robert 
7520 N. Hoyne Ave., Chicago 45, Ill. 
Jones, Donald H. 
University cf Missouri, 200 Jay H. Neff Hall, Colum- 
bia, Mo. 
Kase, Charles M. 
United Shoe Machinery Corp., 140 Federal St., 
Boston, Mass. 
Kenkel, Fred H. 
C. E. Hooper, Inc., 10 E. goth St., New York 16, 
Kibrick, Robert R. 
New York Sun, 280 Broadway, New York 15, N. Y. 
Kirkpatrick, John R. 
Arthur D. Little, Inc., Cambridge 42, Mass. 
Kenney, G. Stuart 
6526 S. Kenwood Ave., Chicago 37, Ill. 
Klages, Roy A. 
Mississippi State College, State College, Miss. 
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Klein, Nicola Dan 
Chicago Tribune, Tribune Tower, Chicago 11, Ill. 
Kochanski, Chester P. 
Walker & Co., 88 Custer, Detroit 2, Mich. 
Kofron, John H. 
National Analysts, Inc., Philadelphia 
Korman, Raymond R. 
Recording Statistical Corp., New York 13, N. Y. 
Krandall, Norman 
Ford Motor Co., Dearborn, Mich. 
Laybe, Vincent 
1305 W. Monroe St., Phoenix, Ariz. 
Legett, Jack W. 
Ansul Chemical Co., 1 Stanton St., Marinette, Wis. 
Lepine, Jeanne R. 
Madeleine Rand Research, 73 Castle, San Francisco 
11, Calif. 
Lewin, Roy S. 
Reuben H. Donnelley Corp., 407 E. 25th St., Chicago 
16, Ill. 
Libbin, Edwin M. 
University of Pennsylvania, Logan Hall 304, Phila- 
delphia 4, Pa. 
Livingston, Basil 
British Export Trade Research, 628 Dupont Circle 
Bldg., Washington, D. C. 
Livingston, Maxine 
Parents Magazine, 52 Vanderbilt Ave., New York 
17. N. Y. 
Lotz, John F. 
Michigan State Normal College, Ypsilanti, Mich. 
Louth, Edwin V. 
40 Devonshire Dr., Akron 12, Ohio 
Luetzow, Herman H., Jr. 
Puritan Compressed Gas Corp., 1240 W. Jackson 
Blvd., Chicago, Ill. 
Lucy, Charles R. 
Mullins Mfg. Corp., Salem, Ohio 
Lund, John V. 
State University of Iowa, N. 104 East Hall, lowa 
City, lowa 
Lyman, F. S. 
Canadian Facts, Ltd., 1466 Drummond St., Mon- 
treal, Quebec, Canada 
McDonald, Howard E. 
Continental Oil Co., Market Research Div., Ponca 
City, Okla. 
McKinney, C. E., Prof. 
University of Oklahoma, Box 295 Faculty Exchange, 
Norman, Okla. 
McKissick, Kathryn Lou 
215 N.W. 22 St., Oklahoma City, Okla. 
McMillan, Robert K. 
National Analysts, Inc., 1425 Chestnut St., Phila- 
_ delphia 2, Pa. 
McWilliams, Frank C. 
1384 Jefferson Ave., Akron, Ohio 
Macy, Robert M. 
c/o American Embassy, Paris, France 
Mahoney, Ammon J. 
820 E. Turney Ave., Phoenix, Ariz. 


Malloy, V. W. 
Weather-Seal, Inc., 24 Huston St., Barberton, Ohio 
Mangels, Frederick T. 
Super Six Mfg. Co., Inc., 4026 Washington Ave., N,, 
Minneapolis 12, Minn. 
Manning, Frank 
840 Dexter Horton Bldg., Seattle 4, Wash. 
Meiners, Raymond E. 
Youngstown College, Youngstown, Ohio 
Millan, Thomas W. 
M. I. T., 77 Mass. Ave., Cambridge, Mass. 
Millars, Carolyn Z. 
Marshall Field & Co., 111 N. State St., Chicago go, 
Ill. 
Mitchell, Fred M., Jr. 
Foote, Cone & Belding, Inc., 936 N. Michigan Ave., 
Chicago 11, Ill. 
Mitchell, Wesley D. 
The Peoples Gas Light & Coke Co., 122 S. Michigan 
Ave., Chicago 3, Ill. 
Moeckel, William R. 
University of Missouri, Columbia, Mo. 
Monroe, Walter V. 
National Analysts, Inc., 1425 Chestnut St., Phila- 
delphia 2, Pa. 
Moor, Edgar J. 
United Shoe Machinery Corp., 140 Federal St,, 
Boston, Mass. 
Moore, Lorraine 
Market Facts, Inc., 39 S. LaSalle St., Chicago 3, Ill. 
Morie, Robert E. 
Aluminum Co. of America, 1500 Miss. Valley Trust 
Bldg., St. Louis 1, Mo. 
Morrison, Frank K. 
Carnegie-Illinois Steel Corp., 461 Frick Annex, 
Pittsburgh 30, Pa. 
Morrissey, R. W. 
U.S. Envelope Co., 21 Cypress St., Springfield 2, Mass. 
Murray, Jack O. 
1432 W. Euclid Ave., Philadelphia 21, Pa. 
Muskin, Tobey 
Batten, Barton, Durstine & Osborn, Inc., 383 Madi- 
son Ave., New York 
Nelson, David L. 
Western Condensing Co., 935 E. John St., Apple- 
ton, Wis. 
Nelson, E. A. 
Foote, Cone & Belding, 919 N. Michigan Ave., Chi- 
cago 11, Ill. 
Nieland, Eugene A. 
4140 Standish Ave., S., Minneapolis, Minn, 
Nock, Herbert K. 
Smithcraft Lighting Div., Chelsea, Mass. 
Nowak, Theodore 
620 S. 42nd St., Philadelphia 4, Pa, 
Nowicki, Robert J. 
5339 W. Coldspring Rd., Milwaukee, Wis. 
O'Leary, Ivan R. 
972 Franklin Ave., Columbus 5, Ohio 
Pancerz, Ted 
International Cellucotton Prod. Co., 919 N. Michigan 
Ave., Chicago, Ill. 
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Panitch, Milton 
Workman Service, Inc., 109 N. Wabash Ave., Chi- 


Penney, Robert A. 
Mergenthaler Linotype Co., 29 Ryerson St., Brook- 
lyn 5, N. Y. 
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STATEMENT OF THE OWNERSHIP, MANAGEMENT, CIRCU- 
LATION, ETC., REQUIRED BY THE ACTS OF CONGRESS 
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Before me, a Notary Public in and for the State and county 
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ownership, management (and if a daily paper, the circulation), 
ete., of the aforesaid publication for the date shown in the above 
caption, required by the Act of August 24, 1912, as amended by 
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and Regulations, printed on the reverse of this form, to wit: 
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owners, stockholders, and security holders, if any, contain not only 
the list of stockholders and security holders as they appear upon 
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or security holder appears upon the books of the company as trustee 
or in any other fiduciary relation, the name of the person or cor- 
poration for whom such trustee is acting, is given; also that the 
said two paragraphs contain statements embracing affiant’s full 
knowledge and belief as to the circumstances and conditions under 
which stockholders and security holders who do not appear upon 
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@ capacity other than that of a bona fide owner; and this affiant 
has no reason to believe that any other person, association, or cor- 
poration has any interest direct or indirect in the said stock, bonds, 
or other securities than as so stated by him. 

5. That the average number of copies of each issue of this pub- 
lication sold or distributed, through the mails or otherwise, ta paid 
subscribers during the twelve months preceding the date shown 
above is ————————. (This information is required from daily 
publications only.) 

THE JOURNAL OF MARKETING 
ROBERT N. KING, Business Manager 

Sworn to and subscribed before me this 

12th day of September, 1949. 
[SEAL.] ROD DORMAN (Notary Public) 
(My commission expires March 30, 1950.) 
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You couldn’t ask for better attention to your marketing 
research tabulation needs than you'll get 
from STATISTICAL. 


This experienced organization gives you the kind of 
personal service you would expect from a department 

of your own, but you have none of the headaches of hiring 
and training, equipment standing idle, overtime, etc. 


With the largest and most diversified independent 
punched-card tabulating service in the country, 
STATISTICAL offers you accuracy with speed and economy 
on every phase of the job. This includes Vari-Typing, 
coding and editing, punching, verification, preparation 

of tables, tabulating, percentaging and typing. 

In any emergency or for your regular requirements, 

it will pay you to call our nearest office. 


STATISTICAL TABULATING COMPANY 


Established 1933 © M. R. Notaro, President 


CHICAGO 4, 53 W. Jackson Bivd., Phone HA 7-2700 
NEW YORK 4, 50 Broadway, Phone WH 3-8383 
ST. LOUIS 1, Arcade Building, Phone CH 5284 
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Announcing— 


MARKETING RESEARCH PRACTICE 


Edited by Donald M. Hobart, Director of Research, The Curtis Publishing Com- 
pany; Past President, The American Marketing Association 


This volume embodies the results of almost 40 years of continuous development of 
professional marketing research by the Curtis Publishing Company. The aim is to give 
the reader a full understanding of the research operations and methods which Curtis has 
developed in seeking workable solutions to sales, distribution, marketing, and adver- 
tising problems. In Part IV are given ten case studies which exemplify Curtis techniques, 
operations, and methods. 471 pages, $5.00 


_ 


Other books of interest to the marketing man... 
ADVERTISING DICTIONARY 


By Harvey Ronson 


The first complete, organized compilation of tested advertising copy phrases and appeals 
specifically designed to help those who sell in print to present their ideas to the buying 
public. Contains the selling phrases and appeals used most effectively for over 200 
consumer products—arranged alphabetically by product for easy reference. 

365 pages, $5.00 


TYPOGRAPHER’S DESK MANUAL 


By Eugene De Lopatecki, Type Director; Instructor, The Cooper Union Typo- 
graphic Laboratory; Instructor in Typography, The New York Employing Printers 


Association, Inc. 


REVISED PRINTING. For design use in identifying, measuring, combining and 
specifying type faces to interpret copy, harmonize with illustrations and print well on 
the paper specified. In this revised printing the volume is brought up to date by the 
addition of some important new type faces, revisions in interchangeability tables, 
availability data for additional sizes of some faces and new sources of supply. 


95 pages, $4.00 
ADVERTISING LAYOUT 


By Richard S. Chenault, /nstructor in Advertising Layout, Columbia University ; 
Art Director, The American Magazine 


A practical guide for students of layout, this book forms a comprehensive exposition 
of the conception and technique of advertising layout. Includes 72 illustrations, a few 
in full color, from the work of five of the most successful advertising men in the 
country. The chapters range from the basic principles of layout design to the functions 
of an advertising agency art director. Contains instruction in typography, lettering, 
continuity in style, bleed space, balance, unity, contrast and art work. 96 pages, $5.00 


MAGAZINES IN THE UNITED STATES 
By James Playsted Wood 
For those interested in the effect of magazines on the individual and the social group, 
this book shows how magazines have reflected and moulded American tastes, habits, 
manners, interests, and beliefs. This study extends from Benjamin Franklin’s General 
Magazine in 1741 to the national magazines of the present day. 312 pages, $4.00 


Publishers of the Marketing Handbook 


RONALD PRESS COMPANY 


1S East 26th Street. New York 10 
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1949-1950 
edition 
now available 


The Service-Ads of many media, lo- 
cated near the data listed for the areas 
they serve, offer valuable supplemen- 
tary information. 


A complete, reliable, up-to-date compilation of market data for 
all states, counties, and incorporated cities of 5,000 and over. 


The 1949-1950 sRps CONSUMER MARKETS pro- 
vides marketing, sales, advertising, and media 
executives with the statistical factors they 
require for planning distribution, sales, and 
advertising in today’s changing, competitive 
markets, 


It presents 1948 estimates of population, 
households, per household and per capita 
relationships, radio homes, retail sales, in- 
comes, farm and industrial activity and all 
other important indices regularly used in 
market and media research. All data is from 
government and other reliable sources; esti- 
mates are the work of Walter P. Burn, well- 
known marketing consultant and statistician. 


Standard format makes use easy 


States appear alphabetically. First, under each 
state, a special market map shows counties, 
cities, county seats, radio and/or newspaper 
locations. 


Each state map is immediately followed by 
the state data. Then the county data. Then 
the city data. Counties and cities are cross- 
referenced to the map and all cities of 250,000 
or over are covered by detailed maps showing 
their environs, 


You can extract any specific index, or you can 
get a complete picture of the economic make- 
up of any local market in the U.S.A., the 
U. S. Territories and Possessions, Canada, 
and the Philippines. 


Qne agency executive has called srps con- 
SUMER MARKETS “a practical marketing de- 
partment in one volume.” 


The 1949-1950 Edition was mailed to all 
STANDARD RATE subscribers with the 
September 1949 Newspaper and Radio Sec- 
tions. Single copies are still available at $5.00 


4 
i” 
each. 
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Partial summary of SRDS CONSUMER MARKETS 


data for each state, county, city, and incorporated 
urban area of 5,000 or over. 


All data are presented in such a manner as to 
rmit you to build up your own picture of 
local distribution, sales, or advertising needs. 


1948 population estimates, farm and urban, are 
based on federal and state government sources. 
Rigid inspection of all estimates performed 
for each county and its contained cities, vil- 
lages, and farm areas assures the utmost re- 
liability. 

Retail sales estimates, county and city, by 9 
commodity classes as defined by the Bureau of 
the Census. Shows relationships to 1940 Census 
figures; computes the retail sales index of 
—_ and reports per capita/per household 

es. 


Retail outlets are reported for all states and all 
major counties, by types and locations, 

Farm activity includes extensive analysis of farm 
income (per household/per capita) , population, 
households, radio homes; and reports selected 
from 1945 Census of Agriculture information 
on farm sizes and values. 

Industrial activity, in addition to Social Security 
Administration data, includes 1947 average 
weekly wages for all counties and, for the 
major counties, gives the principal manufactur- 
ing industries. 

Buying power index in dollars for all states and 
for 400 major trading areas—January and July 
1948, January 1949. 

Other qualitative factors such as residential 
telephones, rural level-of-living index, postal re- 
ceipts, bank deposits. 


CONSUMER MARKETS 


Some reported uses 


Here are some of the uses marketing, 
sales, and advertising people have 
reported for sRDS CONSUMER MARKETS 


©@ Looking for markets to expand a 
business.” 


© “To help figure out coverage pat- 
terns.” 

©@ “To determine best trading areas.” 

@ “Market study preliminary to 
launching a new product.” 


e “Constant usage to get complete 
basic information on mar 


© “For checking data for small cities 


and towns.” 
@ “Selection of key cities for promo- 
tion.” 


© “As a marketing guide in the se- 
lection of local media, and alloca- 
tion of budget.” 


@ “County data for newspaper cover- 
age and test advertising.” 


e@ “Placing of advertising in prop- 
erly populated localities, farm 
and industrial centers.” 

e “Planning tests for local news- 


e@ “For originating presentations and 
plans for our clients.” 


Walter E. Botthof, Publisher 


"A Section of Standard Rate & Data Service ~ 


333 North Michigan Ave., Chicago 1, I. 
York — San Francisco — Los Angeles 
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ACCEPTANCE SAMPLING 


A Symposium 


available March 1950—$1.50 


ACCEPTANCE SAMPLING BY ATTRIBUTES 


ACCEPTANCE SAMPLING BY VARIABLES 


Acceptance Sampling by Variables, with Special Reference to the Case in which Quality is 


Use of Variables in Acceptance Inspection for Present Defective ............+++04+ W. Allen Wallis 


AMERICAN STATISTICAL ASSOCIATION 
1603 K Street, N. W., Washington 6, D.C. 


AMERICAN ECONOMIC REVIEW 


Contents 

Volume XXXIX December, 1949 
A Theory of Delivered Price Systems ...........sccccccccccccscscccvccces G. J. Stigler 
The Peebiem of Copltel. E. H. Stern 

im Trade F. D. Holzman 
International Aspects of a Recession ..........ccssccccccccccccccccccsccs A. O. Hirschman 


Communications, Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the 
American Economic Association and is sent to all members. The annual dues are $5.00. Address 
editorial communications to Dr. Paul T. Homan, Editor, American Economic Review, George 
Washington University, Hall of Government, Washington 6, D.C.; for information concerning 
other publications and activities of the Association, communicate with the Secretary-Treasurer, 
Dr. James Washington Bell, American Economic Association, Northwestern University, Evans- 
ton, Illinois. Send for information booklet. 
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— Jrwin Marketing Joxts 


REVISED EDITION 


RETAILING: PRINCIPLES AND METHODS 
BY DELBERT J. DUNCAN, CORNELL UNIVERSITY AND CHARLES F. PHILLIPS, BATES COLLEGE 


This outstanding book has played an important part in the education of retailing students for 
many years. It presents a thorough, practical understanding of the structure of retailing and the 


variety of problems associated with various types of retail stores. More than 250 adoptions in its 
present edition. 746 Pages. College Price $5.00. 


MARKETING BY MANUFACTURERS 
BY CHARLES F. PHILLIPS, BATES COLLEGE 


The work of eleven leading marketing specialists have gone into this volume to make it one of the 
most thorough studies of the problems involved in the marketing of manufactured goods. It is an 
effective integration of the theory and the practice of marketing and gives full consideration to the 
business organization needed to accomplish the marketing function. 639 Pages. College Price $5.00. 


PLANNING THE PRODUCT 
BY DUDLEY M. PHELPS, UNIVERSITY OF MICHIGAN 


Here is a concise yet comprehensive survey of product planning presented in a readily teachable 
style. The fundamental factors which govern the planning of new products and the improvement 
of existing products are analyzed in terms of planning responsibility as well as from the standpoint 
of the needs and desires of the ultimate consumer. 310 Pages. College Price $4.00. 


PROCUREMENT: PRINCIPLES AND CASES 
BY HOWARD T. LEWIS, HARVARD UNIVERSITY 


With an aggressive, constructive point of view this recent book, combining both text and case 
material, covers the procurement functions of manufacturers engaged in private industry. Forty-three 
case studies show applications of procurement principles to realistic business situations. A Teacher's 


Manual is available to instructors. Adoptions include more than 85 colleges and universities. 756 
Pages. College Price $5.00. 


THIRD EDITION 
ADVERTISING, THEORY AND PRACTICE 
BY CHARLES H. SANDAGE, UNIVERSITY OF ILLINOIS 


Here is a broad coverage of the entire field of advertising. Full consideration is given to the economic 
and social aspects of the subject as well as to the application of techniques to specific advertising 
campaigns. A complete Teacher's Manual answers all —- in the book and offers other 
valuable suggestions for teaching this course. 780 Pages. College Price $5.00. 


THE ECONOMIC EFFECTS OF ADVERTISING 
BY NEIL H. BORDEN, HARVARD UNIVERSITY 


This is an exhaustive analysis of thousands of case studies showing the effect of otpentting on 
demand, cost, price, range of products, quality of consumer choice of products and services, and on 
investment and volume of income. It is based upon many years of research and study and reveals 


ed roy picture of the role advertising plays in our modern economy. 988 Pages. College 
tice $6.00. 


ADVERTISING IN OUR ECONOMY 


BY NEIL H. BORDEN, HARVARD UNIVERSITY 


A brief and simplified version of ECONOMIC EFFECTS OF ADVERTISING outlining the measured 
results of advertising and aggressive selling in a competitive market. Admirably suited to the needs 
of undergraduate courses in advertising related fields. 301 Pages. College Price $4.00. 


Send for your examination copies 


RICHARD D. IRWIN, INC. 


3201 SOUTH MICHIGAN AVENUE 


CHICAGO 16, ILLINOIS 
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TESTING PRODUCTS AND PACKAGING 
FOR 1950 MARKETS 


Consumers are becoming choosy as manufacturers spread out the most 


attractive wares ever seen to bid for a bigger share of the market. 


New products, or new packages, must be created to stay in the com- 
petition. How good are your new offerings? Only the people you expect 


to buy can decide; your own organization is too loyal to judge impartially. 


Testing new products and packages is an important part of our work. 
In preliminary stages, such as design sketches and new products not yet 
packaged, we conduct tests anywhere by getting consumer opinions. In 


final stages, sales tests give the most convincing results. 


If you have a new product or package to test, we will be glad to sug- 


gest workable, economical methods. 


Sent on request, a copy of Frank R. Coutant’s recent talk before Pack- 
aging Institute “It’s Pretty, But Will It Help Sales?” 


FACT FINDERS ASSOCIATES, INC. 


400 Madison Avenue, New York 17, N.Y. 
Telephone PL 9-3710 


FRANK R. COUTANT 
President 


WILLIAM J. O'BRIEN ROBERT SHERWOOD 
Executive Vice President Vice President 
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ADVERTISING 
DEPARTMENT 


Which one are you behind 


F YOU'RE responsible for facts and figures 
in one or more of the departments above, 

we think you will be interested in this: 
We can do your tabulating work in much less 


time than is required by a normally compe- 
tent staff . . . and most likely, at less cost! 


So turn to us—as so many advertisers, pub- 
lishers and radio people do—for tabulating 
service in connection with Sales Analyses. . . . 


Questionnaires for research on Markets, Prod- 
ucts, Public Relations, and Industrial Rela- 
tions. 


ALSO: Magazine circulations, Radio network 
coverages. . . . Readership studies of maga- 
zines, newspapers. . . . Payroll Accounting. 


Why not line us up now for that tabulating 
job that’s bound to come up soon? 


Recording & Statistical 
Corporation 


Chicago Boston 


Montreal Toronto 


100 Sixth Avenue, New York 13, N.Y. 
WoOrth 4-8326 
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TEXTBOOK OF SALESMANSHIP 


By Frep A. Russetx and Franx H. Beacu, University of Illinois. Fourth edition, § 
pages, $4.50 


The fourth edition of an outstanding college text is salesmanship. The book has been madame 
even more teachable than the previous editions and is easy to read without being oversimplifieg 
The treatment covers the subject completely. All material in the new edition has been revisadm™ 
and brought up to date. Questions at the end of the chapters have been changed and should 
prove valuable for assignments and examinations. 


AN INTRODUCTION TO NATIONAL INCOME AND INCOME ANALYSIS 
By Ricuarp Rucetes, Yale University. 349 pages, $3.75 


Here is a simple and nontechnicai, yet complete and rigorous treatment of national income anda 
income analysis. The book develops, on the basis of the transactions which take place in oun 
economy, the meaning of the accounts of producers, the government, and consumers, and the 
manner in which such accounts reveal the structure of our economy. 


STATISTICAL TECHNIQUES IN MARKET RESEARCH 
By Rozsert Ferser, University of Illinois. 542 pages, $6.00 


The purpose of this book is to make available to marketing students and analysts the best 
and most modern statistical techniques in the simplest nontechnical manner possible. The 
author has attempted to translate the mathematics into words in order to make the book 
understandable to a person who has never gone beyond college algebra. The use of the most 
modern and most useful statistical techniques, that are of greatest importance to marketing 
is stressed. Every technique is illustrated with examples, where possible, using marketing data 


PROBLEMS IN MARKETING 


By Matcotm P. McNarr and Harry L. Hanson, Harvard University. Harvard Problem 
Books. 718 pages, $6.00 


This text for college courses in marketing will present new material reflecting problems cham 
acteristic of present-day conditions. The material covers such subjects as Nature and Scope@ 
Marketing Problems; Influence of the Consumer on Marketing; Merchandising ; Marketing 
Structure and Choice of Distribution Channels; Brand Policy; Planning and Administration @ 
Sales Programs; Pricing; and Marketing Program. 


READINGS IN MARKETING 

By Matcorm P. McNair and Harry L. Hansen. Harvard Problem Books. 769 pages, 560 
This text is planned to accompany and supplement the case book Problems in Marketing, and] 
is designed to give the student the necessary background to enable him to understand the natutt 


of the subject and to provide him with a true perspecive of it. The book approaches the sui 
from the standpoint of the business functions of marketing. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, 


330 WEST 42no STREET, NEW YORK 18, N. Y. 
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